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The sole purpose of Credit Interchange is to furnish its members with 
dependable credit information at the lowest cost . . . Such information 
is authentic, comprehensive and up to date— paying habit facts from 
all markets and all industries. These are consolidated and tabulated in 
one easily analyzed report, like the above. 


Credit Interchange is a non-profit organization, 


“For Service owned and operated by Credit Executives 


You can increase the efficiency of your Credit Department by joining 
the thousands of members who cooperate to their mutual advantage 
.. . Ask for details at the Bureau serving your area, or write 


naan Credit Interchange Bureaus 


Offices in more 


ees NATIONAL ASSOCIATION of CREDIT MEN 
a 512-14 Areade Building . . . ST. LOUIS 1, MO. 
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On the campus of Swarthmore College 
stands the house where Benjamin West was 
born in 1738. Now owned by the college, 
it commemorates the first American artist 
to achieve international renown. 

Despite the rigors of the, Pennsylvania 
frontier where West spent his boyhood, his 
talent found expression. When only six 
years old he made a remarkably lifelike 
picture of his sister’s baby asleep in her 
cradle. From friendly Indians who saw his 
efforts he learned how to prepare red and yellow pig- 
ments and he made a paint brush by clipping hair from 
the family cat and binding it to a quill. Before he was out 
of his teens he was earning money as a portrait painter. 

At the age of twenty-two West went to Italy where 
as an artist from a supposedly savage country he 
caused a sensation. Three years later he established 
himself in London and never returned to America. 

Before leaving this country 
West had paid court to Eliza- 
beth Shewell but her wealthy 
brother looked with disfavor 
on the struggling young artist. 
After West settled in London 
he wrote Elizabeth asking her 
to come over and marry him 
but the brother discovered the 
letter and locked Elizabeth in 
her room. However, three of 
West’s friends, one of whom 


The Home, through its agents and 
brokers, is America’s leading 
insurance protector of American homes 
and the homes of American industry. 


West's sleeping niece served as an early model 


















was Benjamin Franklin, assisted the young lady to es- 
cape by means of a rope ladder and drove her to a ship 
which weighed anchor a few minutes later. On board 
was West’s father who escorted her to the bridegroom. 
West, one of the founders of the Royal Academy, 
became president after Joshua Reynolds’ death; he 
was appointed historical painter to King George III 
and was offered knighthood but declined the honor. 
In his painting “The Death of 
Wolfe” he revolutionized art 
by depicting the characters in 
costumes of the proper period 
rather than in classical garb 
as had been customary. As 
teacher and counselor of many 
of his compatriots, including 
John Copley, Gilbert Stuart. 
Charles Willson Peale and John 
Trumbull, he exerted great in- 
fluence on American art. 


* THE HOME* 
(Susuronce Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE 9 AUTOMOBILE s MARINE 


The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds 





Copyright 1951, The Home Insurance Company 


Editorial 


The fate of empires depend on the education of youth 


Sm few countries is an education taken so much for granted as in our own. Moreover, 
year by year greater education achievement is demanded for the young. .oday a 
college education is virtually indispensable in our competitive economic life. The re- 


sponsibility of educators, too, has grown with the years. Many have met them faithfully. 


Some have not. 


The West Point dismissals have broadened the debate on the need of moral education 
Yet there is an even more insidious and dangerous trend in some educational institutions 
There has been an increasing tendency in schools, colleges and universities to spoon- 
feed students on a socialistic philosophy; texts are specified by educators which by 


inference, innuendo and design misrepresent the social system that has made our nation 


great. 


It is ironic that the funds to carry on this disguised propaganda originated from 
savings made possible by an economic system the texts condemn. The founders of 


our historic educational institutions would never recognize their creations today. 


The men and women who endow institutions of learning now have the responsibility 
to see that their generosity will not in fact make it impossible for future generations to be 
equally liberal in their financial support of education. Should our children prefer a 
socialistic government that is up to them; but let us be certain that before they make 


their choice they be given the chance to explore the whole range of political economy. 


The school bells will soon ring again. Let them be the resounding symbol of the 


faith upon which our founding fathers built. 


Se HENRY H. HEIMANN, 


EXECUTIVE MANAGER 


CREDIT AND FINANCIAL MANAGEMENT, September, 195! 











THIS MONTH’S 
COVER 


His name—as if you didn’t 
know—is Camilo Rodriguez 
and he has been a well-known 
figure in credit circles for 
some years. He has served 
as national director and vice- 
president for the Eastern 
division and is now chair- 
man of the National Legis- 
lative Committee. 

“Rod” has had quite a 
career. He was born in Cuba. 
When the Spanish-American 
War broke out his parents 
took him to Spain. When he 
was 11 months old they re- 
turned to Cuba where the 
son and heir finished his 
secondary education. To 
further his education he came 
up to Rhode Island and 
attended East Greenwich 
Academy. 

After leaving the Academy 
he joined the Davol Rubber 
Company in the foreign de- 
partment and while there 
supplemented his education 
with night courses at Bryant 
College, Brown and North- 
eastern. He worked his way 
up in the Davol organization 
through the superintendent’s 
department, the service de- 
partment and the credit de- 
partment, becoming credit 
manager in 1932. By 1939 he 
was assistant secretary and 
in 1942 he added the duties 
of assistant treasurer. He is 
now executive vice-president. 

Rod ‘served two terms as 
president of the Rhode Island 
Association and is active in 
the Red Cross, is a speaker 
on international relations, a 
lecturer on credits, a 32nd 
degree mason—in short an 
all-round asset. 
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THIRTY DAYS IN WASHINGTON 


A check list of items of interest to Financial Executives 


SENATE GROUP HAS OWN PLAN FOR TAXES: On August 21 the Senate Finance 
Committee tentatively approved a tax formula which would reduce the bur- 
den as voted by the House on both lower income citizens and those in the 
higher brackets. The Committee scrapped the House formula of a straight 
12%% increase on present individual income rates. Its plan provides for 

a 5% increase in tax on the first $2,000 of a taxpayer's net income after 
present Federal taxes and a 4% increase in tax on net income over $2,000 
after present Federal taxes. This decision by the Senate Finance Com- 
mittee was the first action after long hearings and closed door discus- 
Sions. 


CONGRESS LOOKS TO OCTOBER 1: In Mid-August, after a conference at the 
White House it was announced by Congressional leaders that an effort 
would be made to finish the legislative program and adjourn by October l. 
On August 20th the House voted to take a recess from August 23 to Sep- 
tember 12th to permit the Senate to catch up on its legislative program. 


At the time of this announcement Congress still faced dreary work on its 
job during the last half of August and all of September if the October 1 
adjournment was to become a reality. Of the several "must items" on the 
legislative program as announced by the White House only the Defense 
Production Act of 1951 had been enacted. 


Three very important "must items" remained on the agenda: The Admin- 
istration's request for $10 billion in addition revenue, 8% 

billion for foreign economic and military assistance, and final agree- 
ment between the House and Senate on the various appropriation bills. 
(None of these appropriation bills had been passed by Mid-August and 

the Federal departments operated during July and August under "stand-by" 
appropriations. ) 


The White House asked for $10 billion of new revenue from taxes. The 
revenue bill voted in the House called for $7.2 billion. Members of 

the Senate Committee, such as Chairman George, thought that figure was 
too high but after two weeks of public hearings the Committee was work- 
ing behind closed doors trying to agree on a revenue measure to repre= 
sent its views for the Senate. 


APPROPRIATION BILLS DELAYED IN SENATE: The House had passed, up to 
August 15, nine of eleven regular appropriation bills carrying a total 
of $14.5 billion. Up to that time the Senate had passed six appropri- 
ation bills with a total of about $12 billion. However, these actions 
by the House and Senate did not send the bills to the White House, for 
the conferees have been at loggerheads for weeks in a hot quarrel as to 
how reductions might be made in the éppropriation for the Federal pay- 
roll. 


The House received from its Ways and Means Committee a bill for Armed 
Services supplies. However, the Senate Committee is still holding 
hearings on this measure and it may tread a rocky path before agree- 
ment is finally reached between the House and Senate. 








Haiti and Panama Lead in 
Latin-American Credit Survey 


By PHILIP J. GRAY 


Manager, Foreign Credit Interchange Bureau 


AITI and Panama received 
_ identical ratings to share top 

position in both credits and 
collections, in the 46th semi-annual 
survey conducted by the Foreign 
Credit Interchange Bureau, on com- 
mercial credit and collection condi- 
tions in Latin-American markets, 
during the first-half of 1951. They 
were followed closely by the leaders 
in past surveys, Cuba, Dominican 
Republic and Mexico. Argentina, 
Paraguay and Colombia were the 
only markets rated in the lowest 
credit classification of “poor” and in 
the low collection classification of 
“slow.” 

Creditwise, fourteen countries im- 
proved their positions in this survey. 
The most outstanding performance 
was registered by Peru which gained 
51 points, Chile with 36, Bolivia 33, 
Costa Rica 14, and Nicaragua and 
Honduras up 11. On the other hand, 
Colombia showed a loss of 41 points, 
while Guatemala lost 24, Ecuador 
17, Paraguay 14, and Venezuela 
down 11 points. 


Score gains 


In the collection survey, fifteen 
countries registered improvement, 
eight declined in ratings, while one, 
Cuba, remained unchanged. Chile 
recorded the greatest improvement 
with a gain of 23 points which raised 
that country from its former classi- 
feation of “fairly prompt” to 
“prompt.” Improvement was also 
registered by Bolivia up 20 points, 
Peru up 14, Argentina 11, Costa 
Rica 9, and Honduras up 8 points. 
Guatemala dropped 13 points, Ecu- 
ador lost 10, and Venezuela was off 
6 points. 


In the survey of credit terms 
granted in the first half of 1951 as 
compared with those of 1950, 
changes again paralleled collection 
experiences and chiefly involved the 
countries rated as “slow.” In the 
current survey, removal or reduc- 
tion of “backlog accounts” is re- 
flected in “more liberal’ terms to 
Brazil by 25% of the members re- 
porting, and to Costa Rica by 13% 
and Argentina by 5%. Seven per- 
cent of the members reported grant- 
ing “more liberal” accommodations 
to customers in Bolivia, Chile, Ecu- 
ador, Guatemala, El Salvador and 
Venezuela. “Less liberal’ terms to 
Paraguay were reported by 15% of 
the members reporting, and similar 
reductions of terms were recorded 
by 14% on their business in Colom- 
bia and 12% in Guatemala. Largest 
percentages in “no change”  classi- 
fication were, of course, registered 
by the top-rated countries, Haiti, 
Panama, Mexico, Cuba and Domini- 
can Republic. 

The following comments taken 
from member’s letters accompanying 
their survey reports should prove 
both interesting and enlightening. 


Argentina 


For reasons that are well known 
to those engaged in export opera- 
tions, our company has made no 
shipments to Argentine buyers on a 
dollar draft basis for over two years, 
hence we have not reported any ex- 
perience. We have been asking for 
letters of credit, but we believe this 
requirement limits our volume. We 
do not feel that we can get back to 
our previous substantial volume un- 
less we are willing to liberalize our 
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terms, but, on the other hand, we do 
not wish to anticipate the disposi- 
tion of other exporters regarding the 
extension of credit. According to 
recent reports, there has been an 
improvement in the country’s econ- 
omy and finances, and we shall be 
pleased to hear from you when you 
find that your other members in 
general are returning to sales on 
the basis of an extension of credit. 


Bolivia 


An examination of the survey of 
credit and collections which we just 
mailed to you leads us to say that 
our most unfavorable experience to- 
day is on shipments to Bolivia, Chile, 
and Colombia. Practically all of our 
sales to the Latin American area 
are on a dollar draft basis, and 
when U.S. dollars get in short sup- 
ply we find ourselves faced with 
delays of five or more months. The 
natural inclination of any exporter 
under these circumstances is to re- 
fuse to ship further orders unless 
covered by letters of credit, but, un- 
fortunately, the operations of an 
export business are not quite so 
simple. When credit relations are 
maintained with old customers 
abroad, they do not take kindly to a 
switch from draft sales to sales 
against letters of credit, and in sev- 
eral cases in the past we have found 
that our buyers abroad consider the 
elimination of credit terms a reflec- 
tion on their personal credit. We 
will be interested to know how other 
exporters handle these situations as 
they develop, but referring specifi- 
cally to Bolivia, we have a number 
of drafts now past due. Our col- 
lecting bank advises us “Unpaid 
due to lack of foreign exchange.” 
We are instructing our representa- 
tive to curtail sales. 


Brazil 


We are always interested to re- 
ceive your semi-annual report of 
credit and collection conditions in 
the Latin-American markets, as it 
gives us an excellent opportunity to 
check our experience with that of 
other exporters. From time to time 
in the past we have commented un- 
favorably on some markets. While 
we are watching several countries 
for future developments, we would 
like at this time to comment favor- 
ably on Brazil, where are experience 
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Comparison of Credit and Collection Index Figures 


(Based on Surveys on Credit and Collection Conditions in Latin America) 


Credit Conditions 
July1951 Jan.1951 July1950 July1951 


Argentina 195 190 
Bolivia 2492 209 
Brazil 240 245 
British Possessions 290 287 
Chile 277 241 
Colombia 179 220 
Coste Rice 226 

Cuba 292 


u 
Dominican Republic 
uador 
French Possessions 
Guatemala 
Haiti 
Honduras 
xico 
Netherlands Possessions 
Nicaragua 
Panama 
er 


‘eru 
Puerto Rico 
EI Salvador 
ruguay 
Venezuela 269 280 


Collections 


Jan.1951 July1950 


180 
183 
200 
285 
189 
206 
185 
290 
287 
260 
285 
260 
290 
228 
278 


Credit—G00D: 250 and up. Lowest percentage 50% good, 50% fai 
FAIRLY GOOD: 225 te 250. Lowest percentage 25% oa 75% fair. 
FAIR: 200 to 225. Lowest percentage 100% fair. 


POOR: 
VERY POOR: Below 175. 


175 to 200. Lowest percentage 75% fair, 25% poor. 


Collections—PROMEPT: Over 70% prompt or fairly prompt collections. 


FAIRLY PROMPT: 
SLOW: 
VERY SLOW: 


during the present year has been 
exceptionally good. We have ex- 
panded our market there, and with 
a few exceptions collections are paid 


promptly. 
Chile 


While we have reported RP (Re- 
mit promptly) on Chilean collec- 
tions, we think we should comment 
on our policy, as we do not wish our 
experience to be misleading. We sell 
on a sight draft basis to a few good, 
old-established buyers, and exchange 
apparently is available to them in 
the free market, as payments are re- 
ceived promptly. However, the 
greater part of our exports to Chile 
is on a letter of credit basis. The 
country’s exchange and import regu- 
lations appear to us to be rather 
complicated, and, in our opinion, the 
letter of credit gives us the maxi- 
mum amount of security. 


Colombia 


As you know from past experi- 
ence with our company, we are 
rather selective on sales abroad and 
we more or less pick countries where 
payment experience is satisfactory. 
However, we must say that Colom- 
bia presents a very puzzling picture. 
‘ Qur sales agent has been very 
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50% to 70% prompt or fairly prompt collections. 
40% to 50% prompt or fairly prompt collections. 
less than 40% prompt or fairly prompt collections. 


active in the market and we receive 
numerous orders from him. Pay- 
ments have slowed down and our 
credit manager has instructed the 
export department to restrict fur- 
ther shipments until such time as our 
backlog is paid out. Some shipments 
we made in the early part of the 
year are still unpaid, while payments 
have been coming through on April 
and May shipments. Perhaps you 
can enlighten us as to the reason 
why payment experience in Brazil 
and Colombia, both of which create 
most of their dollar exchange from 
coffee exports, should be so differ- 
ent. 


Costa Rica 


At this time last year, we advised 
you that we had stopped selling to 
Costa Rica on sight draft terms be- 
cause we were apprehensive about 
the country’s heavy backlog of com- 
mercial debt. Since then Costa Rica 
has made remarkable progress and 
we understand the $20,000,000 back- 
log has been completely liquidated. 
All of our old drafts have been paid. 
With this changed picture, we began 
selling on sight draft terms again, 
and with one or two exceptions our 
payment experience to date has been 
excellent. Our agent in San Jose 
recently asked us to increase our 


sales to this market by granting sight 
draft terms to other customers. and 
we are inclined to do so. 


Ecuador 


We seem to be experiencing a 
slight delay in receiving remittances 
in settlement of our sight draft ship- 
ments. We realize that the drafts 
are paid in local currency and then 
application is made to the Exchange 
Department of the Banco Central 
for the required dollar exchange 
However, our records indicate that 
dollar exchange formerly was de- 
livered within a week’s time, where- 
as now it seems to be taking two 
weeks or more after the local cur- 
rency is paid before the dollar ex- 
change is remitted. We would ap- 
preciate hearing whether others are 
experiencing this delay and whether 
they feel that it is due to a shortage 
of dollar exchange or whether it is 
perhaps due to a delay in processing 
the applications by the Exchange 
Department. We are inclined to be- 
lieve the latter to be the case, be- 
cause reports show that Ecuador 
has increased its exports to the 
United States, whereas imports 
from here have continued at a 
steady figure. 


Nicaragua 


We have been shipping to buyers 
in Nicaragua on sight draft terms 
for over three years, and during that 
time most of our drafts have been 
retired promptly. At the end of last 
year, we noticed a slight delay ona 
few items, but this undoubtedly was 
caused by the introduction of the 
new exchange controls in January 
1951. So far this year all payments 
are coming through in six to eight 
weeks. It has been interesting to 
watch the excellent system this 
country employs in balancing its 
limited foreign exchange earnings 
against its importations. Other coun- 
tries which periodically seem to mis- 
manage their exchange operations 
would, in our opinion, do well to 
study the exchange control system 
of Nicaragua. 


Peru 


Since the regulations were pub- 
lished in April, 1951, outlining the 
procedure to be followed in order to 
settle the backlog of exchange au- 
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thorizations issued at the rate of 
6.50 soles to the dollar, we have 
been pressing our customers in Peru 
to make settlement on these long 
outstanding drafts. Many of our cus- 
tomers seem reluctant to settle now 
when they realize that they will 
probably have to wait four years 
before they are reimbursed for the 
difference in rate as stipulated by 
the Peruvian Government in the reg- 
lations. You will recall that when 
I telephoned you I pointed out that 
these old outstanding items were not 
reflected in my summary of credit 
and collection conditions, as I re- 
ported that payment was being re- 
covered promptly on the greater part 
of our current shipments to Peru. 


Salvador 


In our report to you on credit and 
collection conditions, we reported 
collections on Salvador from fairly 
prompt to slow, and as there are no 
exchange or import restrictions in 
the country, we think we should ex- 
plain our reason. Our records show 
afew unpaid drafts drawn in March 
and April and a number in May. 
The explanation we get from the 
collecting bank is that the drafts are 
being ‘held for arrival of merchan- 
dise. We question the authenticity of 
that statement and believe that the 
delay must be occasioned by lack of 
cooperation on the part of buyers, 
a tight local credit situation, or by 
overstocking on the part of buyers. 


Uruguay 


Notwithstanding that Uruguayan 


Survey of Terms Granted During First Half of 1951 
As Compared With 1950 Terms 


(In percentages of replies received) 


No Change More Liberal Less Liberal 

NS 5 cicuigeddeearaiwnewnewes 95% 5% —% 
sino Ale LA nesta rare ek wrener’ 89 7 4 
ciate. signa i Meee en sane sae 72 25 3 
British Possessions...............--+-+- 93 4 3 
i dae hk tears is kee eer 91 7 2 
ie we Sk te we Mee 80 6 14 
SE ooo edie wid wiensee aie 80 13 Z 
RO sree oct a aaiare Relea oS 96 2 2 
Dominican Republic.................-- 96 2 2 
EN nih. ob oa Week astnasle ws 88 7 5 
French Possessions...............---+- 93 4 3 
wig as ok ween 81 7 12 
RS ee he Praia fas dice a a) save KNEES 97 2 1 
ke rachel ae ot aisle lea eas 92 4 4 
ace asd Ware aN Kd Oo 94 4 2 
Netherlands Possessions..............-- 93 4 3 
Ge capa nb eh wae ganas eee 93 3 4 
a a ak iain 96 3 1 
Ne cs hehe ERs aes keeaees 80 5 15 
kiana Bax dare ie ict aemisiorg 91 5 4 
Sp edhe an eeu adn ows we 4 4 
a NE oP oo nce Stata = 7 a 

cris on henmee ena 

io a oe wets tet aialatl 90 7 3 


finances appear to be in good shape, 
with a plentiful supply of foreign 
exchange, all our sales to buyers 
have been on a letter of credit basis. 
Our policy has no reflection on the 
country or the credit standing of 
buyers. Our buyers seem perfectly 
willing to open letters of credit 
without pressure from us and we are 
happy to have the business on that 
basis, particularly as merchandise 
for which an import license is neces- 
sary is subject to fines or re-ship- 
ment if brought into the country 
without a license. 


Venezuela 


Our report indicates good credit 
and collection experience, which is 
true for most of our customers. 


Current Survey of Collections—July 1951 


(In percentages of replies received) 


Prompt 

Argentina 31% 
olivia 57 
Brazil 51 
British Possessions 81 
Chile 70 
Colombia 29 
Costa Rica 51 
Cuba 83 
Dominican Republic 82 
cuador 60 
trench Possessions 80 
uatemala 59 
Haiti 85 
Honduras 68 
exico 82 
Nertherlands Possessions 80 
icaragua 77 
anama 84 
Paraguay 29 
Peru 70 
Puerto Rico 719 
EI Salvador 74 
ruguay 78 
enezuela 69 
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Fairly Prompt Slow Very Slow 
13% 12% 44% 
11 18 14 
11 19 19 

8 6 5 
13 9 8 
12 21 38 

6 19 24 

8 5 4 

9 6 3 

9 18 13 

9 - 4 
10 19 12 

8 4 3 

8 16 8 
10 3 5 
10 5 5 

8 8 iv 

9 4 3 
13 19 39 
12 7 11 

9 6 6 

7 10 9 

6 a 7 
10 9 12 


& 
There have been a few customers, 
however, who have been delaying 
payment for one reason or another, 
and I also have experienced a falling 
off in new orders. Our agent has 
written, explaining that there was 
quite a bit of over-buying after the 
outbreak of the war in Korea and 
that many merchants have still quite 
a lot of merchandise on the shelves. 
He also stated at the time that the 
local credit situation is quite tight, 
which reasons account for the slow 
pay of some customers in Venezuela. 


334 reporting 


The 334 American manufacturers 
and exporters contributing to this 
survey are located in all parts of the 
United States. They represent a 
veritable cross-section of American 
products, the majority of them re- 
porting on all the markets included 
in this survey. In compiling this sur- 
vey, no consideration is given to the 
question of governmental debts or 
service obligations, and the classifi- 
cation of “credit conditions” refers 
to the situation within the various 
Latin-American markets from the 
commercial point of view only, as 
judged by American manufacturers 
and exporters. Comments made by 
those replying to the survey under 
the general heading “collection con- 
ditions” may be considered as in- 
dicating the current trend based 
on the definite experience of Ameri- 
can manufacturers and exporters 
having commercial collection items 
in the markets surveyed. 






Payment Bonds Do Not 


Guaran tee an Account 


HEN we talk about pay- 

ment bonds, we consid- 

er primarily construction 
work being done for the Federal 
Government or for the States or 
their political subdivisions. While 
payment bonds occasionally exist in 
connection with private construction 
work, they are the exception rather 
than the rule, and, since those types 
of payment bonds would arise out of 
a contract, I think that we can say 
in passing that any rights that a sub- 
contractor or material man would 
have in private construction work 
would depend on the terms of the 
bond. 

As far as the payment bonds are 
‘concerned on State or local political 
subdivision work, those laws vary 
‘with the several states, and it is not 
feasible to try to discuss what the 
procedure would be in each one of 
the forty-eight States. 

I might point out, however, that 
there are two possible methods of 
protecting yourself insofar as the 
material man or sub-contractor is 
concerned on work that is being 
done for a State or local political 
subdivision. 


No lien against governments 


At this point, I believe that it is 
well to point out that there is no 
such thing as a mechanic’s lien on 
property owned by the Federal Gov- 
ernment, a State government or any 
of its political subdivisions. There 
is a fundamental law that the gov- 
ernment, whether it be Federal, 
State or local, is sovereign, and you 
can appreciate that public policy 
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by JAMES A. NICKERSON 


General Credit Manager and Assistant Controller 


The Trailmobile Company, Cincinnati 


The author is a member of the 
bars of Illinois and Ohio and teaches 
commercial, law, credit management 
and financial statement analysis at 
the University of Cincinnati Evening 
College. From 1929 to 1937 he was 
a member of the credit department 
of Jos. T. Ryerson & Sons, Chicago. 
He was transferred to Cincinnati in 
1937 to head the credit office there. 
Since 1944 he has been with his 
present company. 

* 
would not permit a mechanic’s lien 
to be filed and a foreclosure suit 
held, for instance, on a post office 
so that the supplier could recover 
the value of plumbing fixtures. The 
reason I mention this particular in- 
stance is that when I was in credit 
work in Chicago, Illinois, there was 
a credit manager who actually tried 
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This article is adapted from an address de- 
livered by the author before the Machinery 
& Supplies Credit Group during the 55th an- 
nual Credit Congress in Boston, Mass. 


to file a mechanic’s lien and fore- 
close on a federal building. 

In some States, for example 
Ohio, it is provided that any sub- 
contractor, material man, laborer, 
or mechanic providing material or 
labor on any public improvement 
may file with the Board, officer or 
clerk in charge of such public im- 
provement an itemized statement of 
the amount due on the account. It 
is further provided that such Board, 
officer or clerk shall detain subse- 
quent payments from the principal 
contractor or sub-contractor to se- 
cure such claim. This comes about 
as close to being a lien as is possible 
under any State law that I know of. 
There are a number of States which 
have somewhat similar provisions, 
although in many states there is no 
lien allowed on the fund, and the 
only security for a sub-contractor or 
material man lies in the bond which 
is required. 

State bonding requirements are 
covered by statutes in all States ex- 
cept Kentucky, Maine, South Caro- 
lina and Virginia. However, as a 
matter of public policy a bond pro- 
tecting labor and material men 1s 
required by the State Highway De- 
partments of those States. 


Varying laws 


The State bonding requirements, 
of course, are as varied as there are 
laws in each State. The laws vary as 
to the amount of bond, the type of 
a payment or performance bond that 
is required, and the notice which is 
given. One word of caution, and that 
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js that care should be taken to de- 
termine whether or not the bond 
required under the State law pro- 
tects you. In some instances the 
bond may run only to sub-contrac- 
tors, in other cases it may run to 
sub-contractors and their material 
men. Occasionally a question comes 
up as to whether or not a sub-sub- 
contractor or a sub-material man, 
ie, one who furnishes material or 
supplies to a material man who has 
a contract with a sub-contractor, is 
covered. I cannot give you the an- 
swers without knowing the particu- 
lar State on which the problem is 
involved. 

Do not forget that the important 
thing in all problems under State 
bond payment laws is the necessity 
for filing a notice with either the 
surety, the general contractor, or 
whoever else is designated by law 
as a party with whom the notice of 
nonpayment is to be filed. The time 
during which the notice must be 
filed is, of course, a prime requisite 
because failure to file the claim 
within the proper time means that 
there is no way of recovering against 
the payment bond. 

































The Miller Act 







Now to come to the meat of our 
discussion, which will center on the 
Miller Act. I might state that this 
law was placed in effect in 1935 to 
supplement the old Heard Act which 
had been felt to be inadequate inso- 
far as protection of creditors was 
concerned where work was being 
done for the Federal Government. 

The present law provides that be- 
fore any contract in excess of $2,000 
for the construction, alteration or 
repair of any public building or 
public works of the United States 
Government is awarded, two bonds 
must be furnished. 

The first is a performance bond 
which runs in favor of the United 
State Government and is in such 
amount as may be required by the 
contracting offices for the protection 
of the Federal Government. The 
second is a payment bond with such 
sureties or assurety satisfactory to 
the contracting officer, for the pro- 
tection of all persons supplying 
labor and material to the prosecu- 
tion of the work provided for in 
the contract, and for the use of each 
person who is furnishing such labor 
or material. 

































The amount of the payment bond 
is to be one-half of the contract price 
where the contract is not more than 
$1,000,000, 40 per cent of the con- 
tract price where the contract is 
from $1,000,000 to $5,000,000, and 
a bond for $2,500,000 where the 
bond is in excess of $5,000,000. 


Performance and payments 


The distinction between the per- 
formance bond and the payment 
bond is illustrated by the case of 
Lichter vs. Henke Construction 
Company, 35 Federal Supplement 
388, which was decided in 1940. 

In that case the plaintiff, who was 
a sub-contractor, sued the bonding 
company under the performance 
bond which had been given to the 
U. S. Government on the grounds 
that the Government and the gen- 
eral contractor had made it impos- 
sibel for the sub-contractor to com- 
plete his contract. The plaintiff 
claimed that he was entitled to re- 
covery under the performance bond. 
Since there had been a performance 
bond given, the plaintiff claimed 
the contractor was to complete the 
work required. 

The court held, however, that the 
sub-contractor is entitled to recover 
only under the payment bond where 
he is protected only for labor and 
material which are supplied by him 
on the job. The inference is that 
there is no recovery for delays for 
a sub-contractor where those delays 
are caused by a prime contractor or 
the U. S. Government. In other 
words, the sub-contractor could re- 
cover for the value of his contract 
insofar as labor and material had 
been furnished, but he had no right 
to require that the work be com- 
pleted so that he could have full 
recovery under his contract. 


Could not move equipment 


Another interesting case en- 
titled Edward E. Morgan vs. the 
Maryland Casualty Company, 147 
Federal (2) 423, decided in 1945 
was based on these facts. The U. S. 
engineers ordered the general con- 
tractor, and the sub-contractor in 
turn, to stop work in connection 
with the building of a levee. It ap- 
pears that the railroad company, 
under whose trestles the levee was 
being completed, claimed that fur- 
ther work on the levee would en- 
danger the trestles. 


CREDIT AND FINANCIAL MANAGEMENT, September, 1951 










After the order to top work was 
served, the U. S. Engneers refused 
to let the sub-contractor move his 
construction equipment. It was not 
until 31 days had elapsed and the 
contract had been formally termi- 
nated that the sub-contractor was 
permitted to move the equipment. 
During thoe 31 days the sub-con- 
tractor claimed that he was entitled 
to recover $17,378.25 for the use of 
the equipment, or, stating it another 
way, for the loss of the use of the 
equipment. 

The general contractor refused to 
pay and a suit was filed by the sub- 
contractor against the bonding com- 
pany. The court held among other 
things that rental or use value of 
sub-contractor’s equipment while it 
was lying idle was not an item that 
could be recovered from the bond- 
ing company. In this case there was 
no question about the liability for 
the equipment while it was being 
used; it was merely the question of 
the ability to recover for the non- 
use of the equipment for 31 days. 

I mention this case because those 
who are renting equipment might 
find that they are confronted with 
such a problem and might wonder 
whether or not they could recover 
for idle time while the equipment 
which they rent is being held with- 
out use. 


Another requirement 


One of the very important points 
in the Miller Act is the requirement 
that any person having a direct con- 
tract or relationship with a sub- 
contractor, but no contract or rela- 
tionship either express or implied 
with the principle contractor, must 
give written notice to the contractor 
within 90 days from the date on 
which the person performs the last 
labor or furnishes the last material 
stating with accuracy the amount 
claimed and the name of the party 
for whom such material is furnished 
or supplied, or for whom the labor 
was done or performed. Such notice 
merely has to be mailed by regis- 
tered mail, postage prepaid in an 
envelope addressed to the contractor 
at any place in which he maintains 
an office or conducts his business. 
There is no requirement that any 
service be given to the surety. 

In the case of MacEvoy vs. U. S. 
Government for the use of Galvin 
Tompkins, 322 US 102, the Su- 
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preme Court of the United States 
rendered an opinion in 1944 that 
the Miller act does not subject a 
bonding company to liability under 
the payment bond to a supplier who 
furnishes material to a material 
man. 

The court says that the right to 
bring a suit on a payment bond is 
limited to two classes. First are 
those material men, laborers or sub- 
contractors who deal directly with 
the prime contractors, and second, 
those material men, laborers and 
sub-contractors who, lacking ex- 
press or implied contractual rela- 
tionship with the prime contractor, 
have direct contractual relationship 
with a sub-contractor and give the 
statutory claims to the prime con- 
tractors. The court goes on to say 
that “to allow those in more remote 
relationship to recover on the bond 
would be contrary to the clear lan- 
guage of the proviso and to the 
expressed will of the framers of the 
act. Moreover it would lead to the 
observed results of requiring no- 
tice of persons in direct contractual 
relationship with a sub-contractor 
but not from more remote claim- 
ants.” 

In this case the court also dis- 
tinguished between a sub-contractor 
and a material man. It pointed out 
that while in one sense of the word 
a material man might be considered 
a sub-contractor, actually a review 
of the proceedings before the legis- 
lative committee who worked on the 
Miller Act would indicate that there 
was a clear distinction between the 
classification of sub-contractors and 
material men. 


Precedents 


In the case of Bruce Company vs. 
Frazier Construction Company, 87 
Federal Supplement, page 1, de- 
cided in 1949, the court held that 
the Miller Act will be liberally con- 


strued, but conditions precedent 
must be complied with before an 
action can be brought against the 
insurance company. It was held 
that the 90 day notice by the mate- 
rial man to the sub-contractor is a 
condition precedent and unless this 
is strictly complied with, no action 
will lie. 

There is an interesting decision 
on this point which is brought out 
in the case of an electrical contractor 
who defaulted and the general con- 
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tractor told the supplier to keep on 
furnishing material and the general 
contractor would see that the sup- 
plier was paid. The supplier gave 
no notice, and in remanding the 
case to the lower court, the upper 
court suggested that possibly there 
was an implied contract, and if so, 
the supplier would not need to give 
notice to the general contractor. 
That again relates back to the state- 
ment I made earlier that any person 
having a contractual obligation with 
the sub-contractor, but no contrac- 
tual relationship expressed or im- 
plied with the general contractor, 
must give written notice. Here the 
court apparently felt there was a 
possibility of an implied contractual 
relationship with the principal con- 
tractor, and in that case no notice 
would have to have been given. 

It is also provided that every per- 
son who has a right to sue under a 
payment bond must do so within 
one year after the date of the final 
settlement of the principle contract 
by the United States. 


Another case 


In the case of Gennessee Sand 
and Gravel Corp. vs. Fleisher En- 
gineering and Construction Com- 
pany, 45 Federal Supplement 781, 
decided in 1942, the facts indicated 
that the final settlement by the Fed- 
eral Government was made by the 
general accounting office on Febru- 
ary 28, 1938. Suit was not begun 
by the material man until January, 
1940, at which time you can see 
that more than one year had elapsed 
since the final settlement. It was 
held that the suit would not lie by 
the material men who had failed 
to sue within the year as required 
by the law. I think that this is so 
plain that it does not need any 
further explanation. 

Even with fear of repeating my- 
self, I think it is well to point out 
that if your relations are with a 
prime contractor, either as a mate- 
rial man or supplier to the prime 
contractor, or if you are a sub- 
contractor, then no notice is re- 
quired to the prime contractor of 
non-payment. In other words, the 
prime contractor is supposed to 
know whether or not he is paying 
his bills. Of course, the suit against 
the bonding company would still 
have to fall within the one year 
period. 


In the case of Hargis vs. Mary. 
land Casualty Company, 64 Federal 
Supplement 522, decided in 1946, it 
was held that where a public works 
contractor not only agreed in writ- 
ing to pay certain obligations which 
the sub-contractor might incur but 
actually did make payment, and 
where the general contractor not 
only knew that certain equipmient 
was used by the sub-contractor, but 
through invoices and other written 
documents was apprised of the 
claim and took action indicating that 
the contractor interpreted his agree- 
ment with the sub-contractor as a 
direct obligation to pay, the owner 
of equipment who was renting it to 
the sub-contractor was not required 
to give the statutory notice within 
the 90 day period as a condition 
precedent to filing a suit under the 
contractor’s payment bond. 

It is well established under the 
decisions that a contract which pro- 
vides for the rental of equipment is 
subject to the Miller Act, therefore 
one who has money due for the rent 
of the equipment may recover if the 
sub-contractor defaults, providing 
of course notice is given within 90 
days to the general contractor and 
the suit filed within one year as 
previously discussed. 


No recovery for rental 


In the case of Jaeger Machine 
Company vs. Burch & Sons Con- 
struction Co., 43 Federal Supple- 
ment 726, decided in 1941, the facts 
were that the parties, i.e., Machin- 
ery Supply Company and the sub- 
contractor, had agreed that certain 
equipment was to be furnished to 
the sub-contractor for use on a road 
contract. It was further provided 
that the equipment was to be paid 
for on delivery. However, no pay- 
ment was made and upon the termi- 
nation of the job the equipment was 
returned to the supplier. There was 
never any rental agreement, but the 
supplier sued the bonding company 
for the value of the rental of the 
equipment. The court decided (and 
I believe that there can be no dis- 
agreement with the decision based 
on a sound analysis of the law and 
the facts) that if it can be proved 
that the parties agree upon the 
rental of equipment, there can be a 
recovery for the rental value thereof 
under the payment bond pursuant to 


(Continued on page 37) 
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Credit-Sales Cooperation? 
Customers and Salesmen— 


They're All Alike! 


by EARLE BOWLES 


City Credit Manager, McKesson & Robbins, Inc., Chicago 


N THE development of sales- 

credit cooperation, I think we 

must go right to the basic ap- 
proach, the company as a whole. 
Many years ago, Justice Marshall 
handed down the decision that a 
corporation is a legal person and as 
such can sue and be sued in courts. 
Even without the legal concept, we 
are all aware that each company has 
a “personality” or to quote the dic- 
tionary, “that which distinguishes 
and characterizes.” To a customer, 
a company’s personality is the hu- 
man element as he knows it—the 
feelings aroused at sight of its let- 
terhead or the mention of its name. 

In older days of small business— 
even present day small business— 
this personality was determined 
largely by personalities of the own- 
ers and managers. In present large 
business the company personality 
must be moulded (as we are all 
aware) by advertising and public re- 
lations programs. However, all these 
broad and carefully worked out pro- 
grams fade into the background to 
customers who are actually dealing 
with the company. To them, the per- 
sonality of a company—their feel- 
ings aroused toward it—are in truth 
determined by their actual contacts 
with the company, and these con- 
tacts occur principally through the 
sales department. 

The sales department, in carrying 
out its function of selling, is con- 
stantly striving for friendly feelings 
from customers. Selling and friend- 
liness are parallel. The credit de- 
partment, in performing its func- 
tion, does not find money collection 
and friendly feelings running in 
natural parallel lines. 





The author graduated from Ohio 
State University and joined McKes- 
son & Robbins that same year. Before 
1941 he spent several years as Man- 
ager of a retail store. He served 
McKesson & Robbins as Office Man- 
ager until 1943 when he was com- 
missioned in the Navy being released 
to inactive duty in 1946. Since that 
time he has been City Credit Man- 
ager at McKesson & Robbins. 


Needs study and skill 


We do not need to be told that it 
takes study, combined with a natu- 
ral skill, to handle credit success- 
fully. We must remember in every 
situation that we in credit, as well 
as the sales force, are day by day 
shaping the personality of our com- 
pany in the minds of our customers. 
In fact, there are two reasons for 


This is an adaptation of a talk delivered 
before the Drugs, Cosmetics and Pharmaceu- 
tical Industry Group during the 55th annual 
Credit Congress. 
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contending that our impact on per- 
sonality development is:even strong- 
er than the salesman’s. First, feel- 
ings toward us, through the personal 
touch or through correspondence, 
arouse feelings aimed more directly 
at the company office itself, while a 
salesman’s impact is strongly per- 
sonal to him. Second, money mat- 
ters with which we deal, are so 
intensely personal that they are 
quick to arouse intense emotions. 

Thus, it is important for us to 
think constantly of our individual 
role in developing our company’s 
personality. It is just as important 
that the sales department realizes 
the responsibility we have in devel- 
oping good customer relations. If 
every employee of the company can 
understand these truths, then co- 
operation between salesman and 
credit manager is the inevitable ac- 
complishment and the liaison details 
are simple. They will mesh together 
with an admixture of independence 
and cooperation. 


Good will 


The credit manager has a definite 
responsibility to the sales depart- 
ment and to the company itself in 
promoting good will. 

The court has expressed the opin- 
ion that “The good will of a busi- 
ness is the custom which it attracts 
and the benefits or advantages it re- 
ceives from constant or habitual cus- 
tomers, and the probability that the 
old customers will continue to come 
to the place.’’* 

A law dictionary describes good 





* Johnson V, Friedhoff 27 N.Y.S. 982,983,7 
Misc. 484. 





11 


will as the “advantage or benefit 
which is acquired by an establish- 
ment, beyond the mere value of the 
capital stock, funds, or property em- 
ployed therein in consequence of the 
general public patronage and en- 
couragement which it receives from 
constant or habitual customers on 
account of its local position or com- 
mon celebrity or reputation for 
skill, affluence, punctuality, or from 
accidental circumstances or neces- 
sities or even from ancient partial- 
ities or prejudices.”** 


All for one 


We can interpret these definitions 
simply by saying that good will is 
merely our good relations with our 
customers, or is the art of getting 
along with our customers. Further- 
more, we can say it is the spirit of 
furthering the interest of our cus- 
tomer relations, publicity programs, 
and activities in which we endeavor 
to build good will. Fundamentally 
and essentially customer relations is 
an operating philosophy and must 
be applied in the grass roots of 
every department of every company. 
Too frequently, the main purpose 
of our entire distribution program 
is lost sight of because of specializa- 
tion on the part of different depart- 
ments. Each employee is very apt to 
consider himself as a department in- 
stead of a company representative. 
The sales department and the credit 
department must interlock to build 
sales and at the same time build the 
good will that is essential. 

Customer relations is not some- 
thing that can be pointed out as a 
separate department or as any par- 
ticular phase of our business. Ac- 
tually, as Paul Garrett. Vice Presi- 
dent of General Motors says, it is 
a state of mind or an attitude of 
mind, a philosophy of management, 
which, with enlightened selfishness, 
places the broad interest of our cus- 
tomers first in every decision af- 
fecting the operation of our busi- 
ness. All the activities of our com- 
pany are so interrelated that many 
times you will not be able to dis- 
tinguish what is customer relations 
and what is efficient plant operation. 
The most successful company will 
be that which can make no distinc- 
tion, for this reason—what helps 
one helps the other. 


** The Collegiate Law Dictionary-American 
Law Book Company. 
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Study customer relationships 


To get a better picture of cus- 
tomer relations, study your cus- 
tomers and your relationship to 
them. If you are to build good will, 
it is an obligation to yourself and 
to your customers, who keep your 
company in operation, that you con- 
tinuously survey your business 
practices, analyze your points of 
weakness and points of strength, 
maintain high ethical standards, and, 
where a change is needed, demon- 
strate your capacity for making the 
change. Your big task is to win 
loyalty. To obtain this result is not 
lip service but a definite matter of 
actions day by day. 

In your efforts to improve cus- 
tomer relations you will encounter 
many difficulties. However, remem- 
ber that a man’s opinions are 
formed by his emotions. Emotion 
dictates the decision, and then he 
reasons to justify his emotions. You 
may have the finest relationship with 
a customer only to have it nullified 
by the discourtesy of just one per- 
son who represents you. The most 
important place to cultivate good 
friendship and relationship is at the 
point of personal contact. Every em- 
ployee from the president down to 
the office boy must be a salesman of 
good will. For years the Telephone 
Companies have used a slogan— 
“The Voice with a Smile,” which 
is now as generic in the telephone 
field as the word “Band-aid” is to 
the drug field. 


Starting principle 


If we were a group of engineers 
attacking this problem of customer 
relations, we would probably start 
out with the engineering principle 
—‘For every action there is an 
equal and opposite reaction.” We 
are not engineers but this very prin- 
ciple can be applied to human rela- 
tions as well as to engineering. Your 
customers are impressed, either fa- 
vorably or unfavorably, by the ac- 
tions of anyone representing you in 
your respective company, and the 
reaction from the customer will like- 
wise be favorable or unfavorable. 
Knowledge of the customer is the 
first step in bettering your relations 
with him. From the standpoint of 
good will, even more important than 
giving the customer what he wants 
on terms that he wants and in the 


way he wants is making him see 
that you have a real interest in his 
welfare as well as your own. Within 
your company develop a spirit of 
personal friendliness and _ helpful 
ness on the part of every employee, 
A smile and a sense of humor are 
the lubricants of human relations. 

These are general principles 
which must govern a credit man- 
ager’s attitude toward the sales de- 
partment and towards the company, 
There are certain specific obliga- 
tions in carrying out these responsi- 
bilities. 


Trade visits 


In far too many cases, the only 
contact a customer has is through 
the salesman. This customer does 
not have the feeling of attachment, 
nor is he a part of the company, 
until he feels he knows someone in 
the office itself. Too often we credit 
men are inclined to lapse into a 
coma of “arm-chair inertia” and 
neglect this vitally important func- 
tion of making trade visits. Decide 
for yourself that this is a must and 
allocate certain days for you, as well 
as Other company executives, to 
make trade visits. It is advisable to 
establish a minimum number of ac- 
counts to be called upon during each 
such day. One advantage of trade 
visits is that it always allows you to 
analyze the present and _ potential 
status of your firm in relation to 
all classes of customers. Another ad- 
vantage is that you are able to make 
close observation of the customer's 
store or plant location, fixtures, mer- 
chandise and methods of operation. 
Many opportunities are afforded to 
pass along words of friendly praise 
even though with enlightened self- 
ishness. There is no better way to 
build good will than with’ trade 
visits. 


Appreciation letters 


With the long range point of view 
in mind, it is incumbent upon every 
individual under your supervision 
who writes letters to bend every 
effort to inject a bit of good will 
into every letter. The simple and 
inexpensive letter which carries 4 
three cent stamp can return benefits 
too immense to measure. 

Wouldn’t you, as a customer, ex- 
perience a glow of satisfaction if 

(Continued on page 38) 
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of the most potent forces in 

human progress. The farmer, 
scientist, laborer, executive, athlete, 
each, has made some contribution 
which has improved the lot of all. 
For the credit executive cooperation 
is a vital necessity. He recognizes 
the interchange of confidential ledg- 
er information and experience as 
the blood stream which pumps life 
into a sound credit economy, and he 
respects this harmonious coopera- 
tion as an important asset in the 
performance of his function. 

What then happens to our: pur- 
veyors of credit when a bad debt is 
about to be born? The birth of a 
child normally cements and strength- 
ens the marital relationship. Among 
credit men, however, it seems to be 
an immediate signal for estrange- 
ment and divorce. 

When he receives the letter which 
informs him that X company is in 
financial straits, he immediately be- 
comes a lone wolf. His normal co- 
operative instincts become _ sub- 
merged and he fails to recognize any 
kinship with his fellow creditors. 
He goes all out to protect his own in- 
terests to the exclusion of the others. 
He employs his own legal counsel 
and each lawyer adopts his own 
procedures. Variegated thoughts 
bring duplication of function. Re- 
sult—confusion, dissipation of as- 
sets, probably bankruptcy. Who 
gains? Only the trustee in bank- 
ruptcy. Why? Total lack of coopera- 
tion. 


(sr the mst o has been one 


A case in point 


I would like to describe a situa- 
tion which recently developed in the 
District of Columbia. A creditors’ 
meeting was called by a debtor’s at- 
torney. Eighteen creditor represen- 


COOPERATION PAYS OFF 


by ROBERT L. DIETZ 


Credit Manager, Emerson Radio of Washington, D. C. 





Robert L. Dietz is a graduate of 
New York University with degrees of 
B.S. and Juris Doctor and has been 
a member of the New York Bar since 
1937. He engaged in private law and 
in the real estate business in New 
York City until 1941. He served in 
the armed forces from 1941-1946 
when he resumed law practice in 
New York. In 1948 he was appointed 
to his present position. 


tatives were present. The debtor’s 
attorney blithely informed them that 
his client’s liabilities totalled in ex- 
cess of $25,000.00. Available assets 
amounted to $12,000.00. The assets 
were composed of white goods (re- 
frigerators, freezers, etc.) television 
sets, radios and traffic appliances. 
Since the market for these items 
was currently in a depressed state, 
he felt that the available inventory 
would not realize more than 
$5,000.00. His client was willing to 
pay $5,000.00 in cash to discharge 
his total indebtedness. This repre- 
sented a 20% settlement, and would 
be paid over 120 days. 

A financial statement was sub- 
mitted for the creditors’ perusal. It 
was the usual bleak document of a 
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firm in financial difficulties. 
item, however, described as “Inven- 
tory transferred in payment of sal- 
aries,” blatantly pleaded for investi- 
gation. Upon questioning, the at- 
torney stated that he had advised 
the debtor to withdraw this amount 
of inventory in lieu of earned sal- 
aries which he had not received. 
The withdrawn inventory was 
valued at $15,000.00. These assets 
were transferred to a corporation of 
which the debtor was both an officer 
and a stockholder. The attorney was 
of the opinion that his client’s legal 
position was sound and that the 
withdrawn. inventory could not be 
recovered by the creditors. He urged 
that his client’s offer of a cash set- 
tlement be accepted. His words and 
manner indicated that those assem- 
bled should be grateful for the bone 
which was being tossed in their di- 
rection. 


Bone was not enough 


Fortunately several of the cred- 
itors were dissatisfied with the bone. 
They called their own meeting. At 
this meeting the more timid souls 
displayed the usual reluctance. 
“Take what we can get,” the first 
loss is the cheapest one. These and 
other comparable cliches were com- 
pounded. Others were non-commit- 
tal. They must consult their com- 
pany’s lawyer. The net result of this 
meeting was the appointment of a 
creditors’ committee possessed of 
limited powers. 

The committee was composed of 
representatives of the three largest 
creditors. They decided upon joint 
and cooperative action. They re- 
tained outside counsel to represent 
the committee. The door was left 
open for the other creditors to join. 

(Continued on page 37) 
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The principles and policies 


that should be followed when 


A Creditor’s Committee Takes Charge 


executives must do, when they 

find themselves in the position 
of not being able to meet their trade 
accounts as they became due, is to 
carefully survey with some of their 
larger creditors the over-all condi- 
tion of the company to determine 
whether the formation of a creditors’ 
committee can succeed in solving the 
problem. 

While it may not be possible to 
definitely conclude that the forma- 
tion of a creditors’ committee will 
be completely successful in the solu- 
tion of the financial problems facing 
the company, nevertheless, a com- 
plete survey will show that if the 
matter is approached in the proper 
way, there is a strong possibility that 
the situation can be remedied. You 
and I both know that in some situa- 
tions there is absolutely no hope of 
putting a company back on its feet; 
that conditions, for one reason or an- 
other, have gotten to the point where 
the only way money can be obtained 
to pay off a company’s liability is by 
liquidation. If the larger creditors 
and the management of the company 
recognize that such a situation 
exists, it is a waste of time and 
money to attempt to correct a hope- 
less situation. On the other hand, if 
a careful survey shows that the 
causes of the condition of the com- 
pany can be corrected, and that by 
taking drastic steps it appears rea- 
sonable to assume that the financial 
condition of the company can be 
strengthened, and that by keeping it 
in business with the existence of a 
creditors’ committee its debts can be 


Te first, thing any Company 
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by RALPH N. LEITZELL 


Vice-President, Treasurer and Director 


Federal Machine and Welder Co., Warren, Ohio 


Ralph N. Leitzell was born in 1902 
at Johnstown, New York, and was 
graduated from Union College at 
Schenectady, New York in 1925. He 
formerly served as vice-president and 
treasurer of Utilities and Employees 
Securities Company at Wilmington, 
Delaware. He joined the Federal Ma- 
chine and Welder Co. in 1942 as chief 
accountant and was elected assistant 
treasurer in 1945, treasurer in 1948 
and vice-president and director in 


1950. 


paid, then_I believe that the time and 
work necessary to accomplish this 
are certainly worthwhile, both from 
the creditors’ standpoint, as well as 
that of the company. 


Why did it happen? 


Once this survey has been com- 
pleted, and the answer is that the 
efforts will produce results, then a 
second survey should be made. This 


survey to me is one of the most im- 
. 
This is the text of an address given at a 
meeting of the Credox Club of The Credit 
Association of Western Pennsylvania. 


portant steps to be taken, and it 
involves a careful analysis as to the 
reasons why a creditors’ committee 
is being formed. This survey is one 
that must be done carefully, seri- 
ously, and conscientiously, by the 
management of the company in- 
volved. 

The company must first recognize 
that there are some basic reasons 
why it is in the position that it finds 
itself. While occasionally some com- 
panies find themselves in serious dif- 
ficulties for reasons beyond their 
control, such as destruction of their 
plant by fire, long strikes, temporar- 
ily frozen inventories, or some sim- 
ilar reasons, usually these conditions 
are of such a nature that they can be 
weathered by a company without 
taking such drastic steps as the for- 
mation of a creditors’ committee. 

Nine times out of ten, however, 
the reasons are more far-reaching 
than that. Almost invariably such a 
survey will show that the basic rea- 
sons are caused by certain positive 
actions on the part of the manage- 
ment of that company. These rea- 
sons may be over-expansion, failure 
to properly survey market conditions 
in the development of a new product, 
poor business judgment, or any one 
of many definite reasons. However, 
the basic reasons must be recognized 
and admitted on the part of manage- 
ment. They must fully admit in their 
own minds that the condition exists 
and they must have a sincere desire 
to correct the causes which led to 
such a condition. There can be no 
half-hearted lip service rendered. 
There must be a sincere and honest 
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Which way to turn? 


The legal problems which a credit executive must face in the course of his 
daily work are many indeed. And one mistake can wipe out ten profits. Yet 
most of these problems are routine, matters which will crop up time and time 
again. 


That is why, forty-four years ago, the CREDIT MANUAL of COMMER- 
CIAL LAWS was compiled and why it is revised year after year. Credit ex- 
ecutives reach for it when a legal problem must be faced. For the CREDIT 
MANUAL of COMMERCIAL LAWS is written specifically for credit ex- 
ecutives. Every situation which he can handle himself is covered, concisely but 
fully, and in language that can be understood by anyone. 


Why go round in circles? 


With the CREDIT MANUAL of COMMERCIAL LAWS on your 
desk you can feel safe! In a few moments you can find the direction 
you should take and go ahead without wasted time or effort. No 
matter what your problem is the CREDIT MANUAL of COMMER- 
CIAL LAWS will point the way to the right answer. 


The 1952 edition of THE CREDIT MANUAL of COMMERCIAL LAWS will 
come off the press in November but you can save 25% if you send in your 
order right away. The regular price is $10.00. If you order now the price is 
only $7.50. AND, if you send your check with order you receive at once, and 
at no extra cost, your copy of the invaluable booklet “Danger Signals Shown 
in Financial Statements. 


3 


This booklet is yours, now, if you send your 
check at once. Why not do it right away while you are thinking about it? Send 
your order to 


Publications Department 
National Association Of Credit Men 
229 Fourth Avenue New York 3, N.Y. 
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acknowledgement of the trouble that 
led up to the formation of the com- 
mittee. In other words, the facts 
must be faced and the management 
must be courageous enough to admit 
past mistakes, if they have been 
made, and start afresh. 


Committee members 


On the assumption that these var- 
ious factors are admitted and man- 
agement does recognize certain basic 
causes of their difficulties, and are 
determined to correct them, the next 
important thing to be done is the 
actual formation of a committee. A 
general meeting of all creditors 
should be called in some convenient 
location, and the management should 
make a frank and honest appraisal of 
the over-all situation. They should 
be prepared to convince the creditors 
that the formation of a committee is 
the logical answer to their problems. 
As you know, from your own ex- 
perience, if either the creditors are 
reluctant to go along, or the company 
is reluctant to make necessary 
changes, there cannot possibly be a 
successful conclusion to the prob- 
lems. 

A great deal of care should be 
taken in the selection of a Commit- 
tee. Quite naturally, it must be rep- 
resentative and the larger creditors 
should be members of the committee. 
The men selected should be men of 
broad experience. They should be 
men in whom the rest of the mem- 
bers of the committee, as well as all 
of the creditors and the management 
of the company, will have trust and 
confidence. They must be men with 
vision and with whom management 
can work and who will be in a posi- 
tion to devote sufficient time to the 
work of the committee so that they 
can render such counsel and assist- 
ance as the company may need. At 
least initially, they must be prepared 
to spend considerable time in getting 
the committee properly organized 
and functioning. 

Once the committee has been se- 
lected, it should immediately be or- 
ganized to the extent of having a 
permanent chairman, secretary and 
counsel. Our experience has shown 
us that there is a tremendous amount 
of detail work that the secretary of 
a creditors’ committee must perform, 
and it is our belief that the man se- 
lected for this position should, if pos- 
sible, represent a creditor or a group 
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of creditors. He should preferably 
be an attorney and both he and the 
counsel should be adequately com- 
pensated for the time devoted to 
their work. 


Shall we go on? 


The more time and care that can 
be taken immediately upon the for- 
mation of the committee, the more 
this will pay off in the months to 
come. Probably the biggest differ- 
ence of opinion between the credi- 
tors and the management of the com- 
pany will be about continuing of 
the business. 

The creditors quite naturally are 
primarily concerned with assisting 
the management in the arrangement 
of its affairs to the end that they can 
be paid as promptly as possible. The 
management of the company also 
wants to accomplish this result, but 
in addition they have an obligation 
to the employees and the owners of 
the Company to so conduct the af- 
fairs of the company that the busi- 
ness can continue. In other words, 
the management is looking more to 
the future than the creditors are. 

We believe you will find that in 
most instances the quickest and 
surest way for the creditors to be 
paid in full is by recognizing that the 
business must be continued and put 
on a firm foundation and conducted 
in such a manner that it will be prof- 
itable and in a position to pay off its 
liabilities. Therefore, both the credi- 
tors and the management actually 
have the same goal. Unless the men 
selected for the committee recognize 
this fact, then the result will prob- 
ably be a liquidating proposition, 
with subsequent loss to everyone. 


The basic agreement 


The first step to be taken by the 
committee and the management is 
to draw up an agreement to be ex- 
ecuted by the creditors and the com- 
pany. While it is essential that such 
an agreement must cover the basic 
principles to be followed, it is also 
essential that the agreement be flex- 
ible enough so that the company will 
be able to operate as efficiently as 
possible. 

We do not believe that such an 
agreement should attempt to go into 
too much detail or try to cover all 
of the matters that will come up 
during the life of the agreement. 


Basically, of course, the purpose of 
the agreement is to give the ccin- 
pany time to get its affairs in or ler 
and obtain the necessary funds to 
pay off its creditors. The creditors 
must, therefore, agree that they wil] 
stand by during the term of the 
agreement, 

The length of time that the agree- 
ment is to run is important; this de- 
pends on the problems and _ the 
amount of claims of the creditors, 
The creditors must recognize that if 
the amounts of their claims are sub- 
stantial there are no doubt condi- 
tions and problems which are going 
to take a considerable length of 
time to correct. 

While, from the creditors stand- 
point, the agreement initially should 
not be executed for too long a pe- 
riod of time, say, six months, the 
committee should be empowered to 
extend the agreement by their own 
action. The reason I say that initial- 
ly the agreement should not be for 
longer than six months is because 
it may become apparent after three 
or four months that the situation is 
hopeless and should not be con- 
tinued. It will also have the effect of 
forcing immediate changes which are 
very essential. On the other hand, 
too short a period of duration of 
the agreement will not give the com- 
pany, the employees or anyone else 
the necessary assurance that the 
committee is willing to go along 
with them for a long enough period 
of time to work out their problems. 
There must be some degree of con- 
fidence that if results are accom- 
plished the company can expect to 
continue in business. 


Committee powers 


The agreement should set forth 
the powers that the committee will 
have. If the committee feels that 
changes in the management are es- 
sential the agreement should clearly 
set forth that the company will make 
such changes as may be suggested 
by the committee. We believe that in 
most instances, the creditors should 
select a man of outstanding ability, 
acceptable to the company, to be 
placed in an executive capacity. He 
would, in effect, work for the com- 
pany as a representative of the 
creditors. If this is done, then the 
creditors should give such a mam 
sufficient powers and leeway so that 
he will be free to act in the best in- 
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terest of the creditors, as well as 
the company. 

It is essential, if the operation of 
a creditors’ committee is to be suc- 
cessful, that the creditors have com- 
plete confidence and trust in the 
management of the company. 

The agreement, should, of course, 
set out certain things that the com- 
pany cannot do without the consent 
of the creditors, such as entering 
into long term contracts or other 
engagements not directly connected 
with its day to day business; the 
sale of assets; the right to borrow 
money, pledge property; etc. It 
should clearly state to what extent 
the creditors are willing to allow 
the company to incur additional ob- 
ligations in the conduct of its busi- 
ness. 

The agreement should contain a 


provision that when the creditors 

and the company mutually agree 

that funds are available, payments U, A V7), {} O 

will be made to all creditors as often T Sa. CS. a 1 ve 
as possible. As you can appreciate, * / 

this is one point where it is often ri UU, 7 

very difficult for the committee and Us 1/7 O CO ri ° 

the company to see eye to eye. Nat- : _ 

urally, the creditors want all the (Based on Hartford Claim #16AL 12350) 
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money they can get as fast as they 
can get it. On the other hand, suf- 
ficient funds must be left in the 
company so that they can adequately 
carry on their business. Again, I 


While driving his own car to the office from. his round of calls 
one of our salesmen stopped off at his home where he picked 
up some guests to take them to a bus. On the way he struck a 
pedestrian who suffered severe fractures of both legs. The in- 
say that the creditors and the com- jured man sued both our salesman and us for $25,000 damages. 
pany have a common goal, and if Luckily, we have Hartford Non-Ownership Automobile 
the committee is composed of men Insurance. The Hartford handled everything and paid our 
with broad experience and judg- share of the setthkement—over $2800. 
ment this matter will be worked out 
mutually satisfactorily. 

In a general way, the agreement 


Employers are exposed to accident claims and damage suits when- 


should set out what the committee ever automobiles are used in their business. As this actual case 
expects to receive in the way of re- shows, this is true even of a car they do not own and when its use 
ports, information, etc., from the is not entirely in their interest. This risk is so great that Non- 
company. It should also provide for Ownership Automobile Insurance is essential to a well-rounded 
one of their members or counsel to protection program. 

attend all board meetings of the 


For more information on this important safeguard consult your 
Hartford agent or your insurance broker. Just call Western Union 
by number and ask “Operator 25” for the name and address of the 
nearest Hartford agency —this service is available in over 5000 
Once the agreement has been communities. 


drawn up and is satisfactory to the 


committee, and to the company, the 
secretary of the committee should 
HARTFORD FIRE INSURANCE COMPANY 
HARTFORD ACCIDENT AND INDEMNITY COMPANY 


then take such steps as are neces- 
sary to have it executed by all of 

HARTFORD LIVE STOCK INSURANCE COMPANY 
Hartford 15, Connecticut 


company. 


Execution of the agreement 






the creditors, or at least the major- 
ity of them. Every effort should be 
made to have as many creditors as 
possible execute the agreement. In 
most cases, if the matter is properly ‘ Md : 

: : : ell with the Hartford 
explained to them, they will see that Year in end year out you'll co w 
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it is for their best interest. There 
will be some who will not sign the 
agreement but our experience has 
shown that creditors are very will- 
ing to cooperate if they are con- 
vinced of your sincerity. When this 
has been done, the agreement can 
then be declared effective and the 
company is in a position to continue 
its business and make such changes 
as must be made in an effort to 
clear up the problems which led to 
the formation of the committee. 
This of course, is really where the 
fun begins. 

It is almost impossible to outline 
any general set of rules that should 
be followed by a company, because 
each company will have its own 
specific problems that must be 
faced. However, I believe that these 
are certain basic steps that have to 
be taken by any company in this 
condition. 

The management of the company 
in cooperation with the creditors’ 
committee must determine the basic 
line of products that the company is 
going to produce in the future. This 
will entail a complete survey of past 
performance and what can be ex- 
pected in the years to come. If cer- 
tain products are to be eliminated, 
steps should be taken as rapidly as 
possible to clear up that phase of 
the business. It probably cannot be 
done overnight and a long range 
plan of disposing of the completed 
products and the inventory must be 
developed. Where there has been an 
overexpansion of the company, not 
only in products but in physical 
property, steps should be taken to 
immediately consolidate all of the 
operations in one plant, if this is 
at all efficient. Any unused or un- 
necessary property should be dis- 
posed of at once. 


Group interests 


In the process of rebuilding the 
company, there are five or six dis- 
tinct groups that must be recognized 
and dealt with individually. While 
in general, the same problems apply 
to all of these groups, each one of 
them has a different viewpoint and 
must be considered separately. 

These groups are creditors, cus- 
tomers, employees, the sales organi- 
zation (In some instances, this last 
group may be the same as the em- 
ployee group, but in our own case 
our sales are handled by manufac- 
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turers’ representatives, and as such 
they have a somewhat different 
viewpont than employees. ), vendors 
or suppliers (In most companies, 
the creditors and the suppliers 
would be the same group of com- 
panies. However, in our situation, 
this was not true because we had 
started the manufacture of a tractor 
which was entirely foreign to our 
normal products, namely, Federal 
Welders and Warco Presses. For 
that reason, I have classified them 
as a separate group.) and _ stock- 
holders, if you have stock publicly 
held. 

I have not mentioned these groups 
in the order of their importance, al- 
though I do believe that the order in 
which I did mention them has some 
significance, because, first of all, you 
must satisfy your creditors, you must 
sell your products to your customers, 
and you must have employees to do 
the job, etc. 

Now, let’s look at each group in- 
dividually. 


Creditors 


The company must recognize that 
immediate steps have to be taken to 
convince all of its creditors that you 
have the ability to so conduct its 
business that it realizes cash to pay 
them as soon as possible. They must 
recognize that the only way this can 
be done is by manufacturing prod- 
ucts on a profitable basis, as well as 
clearing up any other situations that 
need clearing up. The company must 
be prepared to spend as much time 
as is necessary with individual cred- 
itors, outlining the exact status of 
conditions and the steps that it in- 
tends to take to correct such condi- 
tions and to pay the creditors in a 
reasonable length of time. 


Customers ‘ 


It is only natural to expect that 
when a creditors’ committee has 
been organized to assist the com- 
pany in the solution of its problems 
its customers are bound to lose 
confidence in the company. Regard- 
less of how long you have been sell- 
ing your product, and particularly 
if your product involves a consider- 
able outlay of money, any company 
is reluctant to enter orders for 
equipment and machinery that may 
take several months to build, un- 
less they are convinced that the 


company is going to be in a position 
not only to deliver the goods, but to 
stay in business and properly service 
their product and continue to manu- 
facture it. 

This is one of the biggest prob- 
lems that confront any company 
working under the guidance of a 
creditors’ committee. It requires a 
great deal of missionary work and it 
is necessary to constantly be in con- 
tact with your customers to let them 
know the progress that is being 
made. It is not something that you 
can do once and then forget. You 
must see that they are kept up to 
date and be willing to furnish them 
with such facts and figures as they 
may wish. 


Employees 


It is only natural that the em- 
ployees of a company which is oper- 
ating with a creditors’ committee 
have, over the period of time that 
the conditions came about, lost con- 
fidence in their management. Their 
morale is at a very low ebb. 

If a company is to be successful, 
it must, of course, have the complete 
cooperation and confidence of its 
employees. It is extremely difficult 
not only to keep your good em- 
ployees, but to attract new ones that 
you may need. At the very time 
when you are trying to reduce your 
overhead, it is necessary to keep 
your employees satisfied and in 
these days of constantly increasing 
costs, you must meet the employees 
requirements in wages and salaries. 
On the other hand, if the employees 
recognize the fact that the creditors 
are willing to assist the manage- 
ment in working out their problems, 
then the employess must also be 
ready to cooperate and make some 
sacrifices. 

In most companies there will be a 
union involved, and it is essential 
that management work very closely 
with their union committee. You 
must keep them abreast of the af- 
fairs of the company if you are to 
receive their utmost cooperation. 
Again, I would say, that we have 
found that if your employees are 
convinced of the sincerity of the 
management and their ability to ac- 
complish the task facing them, they 
will cooperate 100 per cent, and be 
ready and willing to meet you half 
way, 

I believe it is essential to have 
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periodic meetings of all employees 
and keep them fully informed. You 
must take into your confidence the 
department heads, supervisors, and 
foremen. Otherwise, they cannot be 
expected to appreciate the problems 
or to get across to the other em- 
ployees the steps that have to be 
taken. While it may be necessary 
to make some changes in your or- 
ganization, the fewer major changes 
that can be made, the quicker you 
can rebuild employee morale. 


Sales organization 


While the problems with your 
sales organization may be very simi- 
lar to those of the employees, their 
viewpoint is somewhat different 
from that of your own employees, 
particularly, if, as in our case, you 
have manufacturer’s representatives 
throughout the country. 

You must work very closely with 
your sales representatives, so that 
they will know the exact condition 
of affairs and the steps being taken 
to overcome the problems. They are 
dealing directly with your custom- 
ers and must be in a position to talk 
intelligently regarding the affairs of 
the company. They are also dealing 
directly with problems of credit and 
will have innumerable questions 
raised by their customers. 


Vendors or suppliers 


In order to continue manufactur- 
ing, you must be able to buy mate- 
rial to build your product. You 
should not expect, in fact you should 
not want, any credit extended to 
you from these vendors. You must 
be prepared to buy materials strictly 
on a cash basis on whatever terms 
the supplier may request. While 
your creditors may agree to permit 
you to incur obligations subsequent 
to the effective date of the agree- 
ment, we are firmly of the opinion 
that to the greatest extent possible 
all purchases should be for cash. In 
addition to not incurring any new 
liabilities, this practice will help 
build confidence in the eyes of your 
suppliers. In a great many cases 
your present suppliers will also be 
your creditors. Every effort should 
be made to buy your needed mate- 
tials from those companies. They 
have agreed to extend the amounts 
you owe them and when you are 

(Continued on page 39) 


THOUGHTS WHILE RETIRING 


What a day! One of our biggest 
customers is caught in the middle 
of a strike... 





Wonder when and if hell 
pay his account... 


Good thing | read this book that 
tells about planning sound credit 
policy...and about how American 
Credit Insurance guarantees 
payment of Accounts Receivable! 











ea 





if it lasts very long, he’ll be 
in plenty of trouble... 





Oh, well... if he doesn’t pay, our 
American Credit Insurance will! 





American Crepit INsurANCE completes 
your program of protection . . . enables 
you to get cash for past due accounts... 
improves your credit standing with banks 
and suppliers. An American Credit 
Insurance policy can be tailored to insure 
all, a specific group or just one account. 
Ask the American Credit office in your 
city for our book, “Why Safe Credits 
Need Protection,” or write AMERICAN 
Crepit Inpemnity Company or NEw 
York, Dept. 47, First National Bank 
Bldg., Baltimore 2, Md. 


PRESIDENT 





AMERICAN 
TSM 
NTN Ng 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


as _.... 
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The Price of Success 
Can Be the Loss of Credit 


by F. M. NICODEMUS 


Vice-President, Commercial Credit Company, Baltimore 


ERTAINLY it is no reflec- 
[ tion on a credit manager that 

one of his first steps in de- 
termining the justification for ex- 
tending credit and the amount of 
credit to be extended to a particular 
prospect is to check the current 
asset position of that company. And 
again, that credit manager is sim- 
ply following established practice 
when he considers a low ratio of 
current assets to current liabilities a 
danger signal. 

And many companies today, par- 
ticularly those established in recent 
years or operating in rapidly grow- 
ing industries, are in just that posi- 
tion. Frequently, that is not because 
of bad management and rarely is it 
because of dishonesty. In the great 
majority of such cases, the company 
is simply suffering from growing 
pains. The inflation factor alone 
might have been enough to bring 
this about for it requires approxi- 
mately twice as many dollars today 
to produce the same number of units 
as ten years ago. If the company 
started in recent years and particu- 
larly if it started with limited capi- 
tal, the tax situation has not en- 
abled it to keep enough out of profits 
to carry on plant expansion at a 
pace sales opportunities seem to 
justify. 


Short of cash 


Growing out of such conditions is 
a situation where many companies 
have dipped heavily into their oper- 
ating cash to help pay for the extra 
plant equipment they needed. They 
are out of balance from the estab- 
lished formula of what is generally 
considered to be a good credit risk 
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F. M. Nicodemus has “lived with” 
accounts receivable financing for 
nearly forty years and has specialized 
in this one service since joining Com- 
mercial Credit in 1912, the year of 
its founding. In 1950 Commercial 
Credit handled a financing volume of 
more than $2 billion. 

e 
—too heavy on fixed assets, too 
light on current assets. 

What is the result? Frequently, 
they are slow paying because they 
are using the capital of companies 
from whom they buy to help finance 
their own inventory and receivables. 
There is no denying that some com- 
panies in this position have and will 
get into serious difficulty resulting 
in credit losses for their suppliers. 
On the other hand, the great ma- 
jority in recent years have been able 
to carry on because of the rapidly 
expanding economy in which we 
have been living. 


One solution 


Is there a solution for these com- 


panies who are obviously weil man- 
aged, have products for which there 
is a demand and who have demon- 
strated their ability to compete with 
others in their industry? I am ina 
position to say definitely that there 
is in at least a representative num- 
ber of cases. Currently, American 
manufacturers and wholesalers are 
using the commercial financing 
plan of the Commercial Credit 
Company at a rate of approximately 
half a billion dollars annually. The 
original function of the company 
when it was founded by Mr. A. E. 
Duncan thirty-eight years ago was 
to relieve tight working capital posi- 
tions of manufacturers and whole- 
salers by enabling them to turn their 
accounts receivable into cash imme- 
diately. 

Let me quote two examples of 
hundreds I am personally familiar 
with where our plan functioned 
quickly and effectively. 

First is the Pennsylvania meat 
packing firm established over fifty- 
five years ago. Plant expansion and 
rehabilitation had reduced _ their 
working capital at a time when they 
had an opportunity to accept con- 
tracts which would keep the plant 
operating at capacity. They needed 
more cash to buy from suppliers and 
presented their case to their usual 
borrowing source. Eleven weeks 
went by without a decision and they 
knew they stood to lose substantial 
potential profits unless they got 
quick action. They presented their 
case to us; a complete financing 
program was worked out and $600,- 
000 was advanced. 

In the year before using our 
plan, their sales were under $6,000,- 
000. In the year they started and 
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used our plan for six months, their 
sales went up to $8,500,000. In the 
first full year of using our plan, 
their sales exceeded $12,000,000. 
The net worth of this company after 
taxes increased during this period as 
did their working capital—and their 
credit rating. 


$35,000 to $500,000 


The other case is of a California 
company in the metal products in- 
dustry. They started business in 
May, 1946, with limited capital and 
a small line of credit from a local 
source. After they had been operat- 
ing for just about a year and selling 
at the rate of around $35,000 a 
month, they entered into an agree- 
ment with my company as a means 
of securing enough funds to finance 
the rapid turnover of stock their 
growing sales opportunities called 
for. 

In the first full year of working 
with us, their sales were at the rate 
of $150,000 a month. In the fifth 
year of their business life and their 
fourth year of using our commer- 
cial financing plan, their sales were 
at the rate of half a million dollars 
a month. Just recently a letter from 
one of the principals of this com- 
pany said in part, “There is no 
doubt in our minds that without 
your financing we could not have 
made such progress. You have 
helped us build a healthy business.” 


How it works 


Now the natural question is, 
“How does the manufacturer go 
about turning his accounts receiv- 
able into cash immediately ?” Under 
our commercial financing plan, the 
procedure is about,as follows: 

The manufacturer or wholesaler 
simply enters into an agreement to 
sell his accounts receivable to us. 
Let me point out right here that a 
company is not obligated to sell all 
of its receivables all of the time. It 
sells only the amount necessary to 
get cash it needs from time to time 
to operate efficiently. That can be a 
mighty important factor in money 
cost to a company doing a seasonal 
business or operating on a basis 
where practically all of its payments 
from customers are due on one day 
each month. 

Having entered into an agreement 

(Continued on page 40) 





He is your local U.S. F.&G. Agent 


Youn want to see him because he knows 

how to give your company maximum coverage 
against losses which are due to dishonesty, 
vandalism and accident . . . with a minimum 

of premium outlay. 

Or if you want to see him today, there is a 

U. S. F. & G. agent in your community who 

will be glad to call on you at your convenience. 


Naturally there is no obligation. 





United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 











CONSULT YOUR INSURANCE AGENT OR BROKER 
7 AS YOU WOULD YOUR DOCTOR OR LAWYER 
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Brief guide-lines to 


Business Inventory Policy 


by HERBERT SPERO, Ph.D. 


Associate Professor of Economics, The City College of New York 


HAT inventory policy 
should business follow to 
avoid the financial strain 


of price wars and slow-moving 
goods? This question is now upper- 
most in the minds of producers and 
middlemen seeking to avoid a repe- 
tition of the recent price-cutting and 
an overloaded inventory position. 
The unbalanced inventory situation 
was pronounced in soft goods. While 
production of capital goods has been 
booming since the start of the Korean 
War, retail sales of consumer goods 
have lagged behind the growth of 
retail inventories; the net result, for 
one, is an overall increase of 33 per 
cent in department store stocks be- 
tween May 1, 1950, and May 1, 
1951, according to the Federal Re- 
serve Board. 

Arno Johnson, vice president of 
the J. Walter Thompson advertising 
agency has placed the major re- 
sponsibility for the unsatisfactory in- 
ventory situation upon scare buying 
by the retailer, wholesaler, and man- 
ufacturer rather than the consumer. 
Although manufacturers, wholesal- 
ers and retailers added nearly $16 
billion to their stocks between June, 
1950, and March, 1951, consumers 
were fear-ridden into purchases of 
only another $1 billion of goods. Mr. 
Thompson strongly urged that “now, 
more than ever, we need continued 
and increased selling effort to main- 
tain and expand further our high 
level of productivity. We have the 
ability to produce enough goods and 
services to supply over $40 billion 
annually for defense and at the same 
time provide one-third more than in 
the pre-Korea year 1949 for ad- 
vancing the real standard of living.” 
(New York World-Telegram and 
Sun, June 29, 1951). 


Mass market needed 


Undoubtedly the American pro- 
ducer can satisfy the country’s mil- 
itary requirements and the public 
desire for a rising living standard. 
But industry wants a mass market 
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for its output at profitable prices. 
Such a market can only be built up 
on real mass purchasing power. 

What are the prospects for a high 
buying capacity in the near future? 
How will it measure up against pro- 
ductive power ? International tension 
will still be with us notwithstanding 
any Korean cease-fire; the govern- 
ment will press for an intensification 
of its current production, price, and 
fiscal policies. Therefore the future 
market for American civilian out- 
put can be estimated in the light of 
consumer buying power experience 
over the past year and the industrial 
expansion program of the past twelve 
months. 


Purchasing slump 


The 1951 Survey of Consumer 
Finances prepared for the Federal 
Reserve Board shows that consumer 
purchasing power slumped as the 
nation prepared its military defense. 
While the dollar incomes of 25 mil- 
lion families advanced in 1950, only 
about one-half of these buying units 
found themselves with greater pur- 
chasing power. The price inflation 
absorbed more than the added money 
payments made to the other families. 
Between June, 1950, just before the 
outbreak of Korean hostilities and 
June, 1951, the cost of living in- 
creased to 170.2 from 148.6. During 
this same period 18 million families 
enjoyed no additional money income 
and ten million families suffered a 
decrease in their money earnings. 
Will this trend continue? If it does, 
where will the mass purchasing 
power be to take up inventories and 
promote further civilian production ? 

In addition, producers and middle- 
men must take account of proposed 
new taxes on the consumer which 
will also impair his purchasing 
power. Personal income tax rates 
will likely advance another 10 per 
cent for 1952; such an increase may 
even become effective October 1, 
1951. Excise taxes will make a still 
further dent in free consumer dol- 


lars. Taxes on appliances, automo- 
biles, liquor, and cigarettes can only 
adversely affect the mass market 
for consumer goods. They should 
serve as a further warning sign to 
manufacturers and middlemen who 
contemplate building up their inven- 
tories in anticipation of the much 
heralded but yet unobserved marked 
expansion in public demand. 


Public wary of buying 


A further deflationary aspect of 
the current inventory problem is the 
buying hesitancy of the public. It is 
not convinced that an intensified in- 
flation will accompany the planned 
expansion of the defense establish- 
ment. In fact, it is resisting the up- 
ward push of prices through buyers’ 
strikes and the accumulation of sav- 
ings. The Federal Reserve Board’s 
Survey of Consumer Finances for 
1951 shows that individual holdings 
of highly liquid assets like savings 
bonds and bank accounts reached a 
record $140 billion and increased 
about $7 billion between the end of 
1949 and the close of 1950. The pro- 
ducer and middleman must remem- 
ber that while this backlog of buy- 
ing power can be a deflationary 
cushion, its distribution among 
family units does not augur well for 
a large mass market. Only 1 per cent 
of all liquid savings are owned by 
26.5 million families while 5.3 mil- 
lion families control 65 per cent of 
such claims. Considering the shrink- 
ing real incomes for most people, 
and the imminent imposition of 
heavier personal taxes, the market 
for high priced goods appears lim- 
ited and suggests a close watch on 
the accumulation of high priced, 
slow moving inventory. 


Production capacity 


What about the ability of business 
to turn out goods? Thus far we have 
dealt only with the demand side of 
the price picture. 

The defense program has stimu- 
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lated an expansion in the nation’s 
industrial capacity. The two major 
props of business activity today are 
military expenditures and private 
industry’s expenditures for new 
plant and equipment. American 
business, notably the steel, alumi- 
num, and power companies, is spend- 
ing a record $25 billion on expan- 
sion in 1951—$5 billion above the 
previous 1948 high and 55 per cent 
more than was spent for this pur- 
pose. 

The government’s policy of en- 
couraging new industrial facilities 
through short-term depreciation per- 
mits has been a prime factor in pro- 
ductive growth. By the middle of 
June, 1951, Washington had ap- 
proved quick write-off applications 
for new plant costing over $7 bil- 
lion; while applications for fast 
charge-offs totalling over $13 bil- 
lion are currently in process. 

An end of the military emergency 
or a public psychological let down 
in defense producton speed-up 
would leave us with a tremendously 
expanded productive organization 
and a curtailment of already inade- 
quate purchasing power to drain 
away civilian inventories now in the 
hands of overstocked manufacturers 
and merchants. The only out for 
the businessman would then be a 
great expansion in public purchas- 
ing power through an internal pub- 
lic works and armament program 
coupled with a greatly augmented 
foreign assistance program. 


Caution needed 


In view of all these circumstances, 
a decline in real incomes, a rising 
tax burden, restrained and cautious 
buying, an inadequate backlog of 
savings or potential purchasing 
power in the hands of the average 
family, growing industrial potential 
capable of producing for both the 
civilian goods market and the de- 
fense organization, business inven- 
tory policy calls for extreme caution. 

While the Administration warns 
of grave inflationary dangers, there 
are too many deflationary factors 
present to convince the nation of 
the reality of these threats to our 
economic liberty and solvency. Only 
a wide intensification of the struggle 
between East and West could make 
these risks appear imminent. De- 
flation would seem to be more in the 
cards than a rising price level. 


Here's how to 


INCREASE WORKING CAPITAL 
20%, 30%, 40% or more 
usually in 3 to 5 days... 


Ask yourself this important question right now: 

“DO WE HAVE ENOUGH WORKING CAPITAL?” 
ComMERCIAL CREDIT’s business is MONEY. We know how the tighten- 
ing of working capital is affecting many American business concerns 
in the present economy. Right now, we know “MONEY” is one of the 
prime problems for many companies. 


Thousands or millions 
ComMERCIAL CREDIT has a proposal that will enable you to get $10,000, 


$100,000, $1,000,000 or more without the usual disadvantages of other 


methods of increasing working capital. 


Only one reasonable charge 


ComMERCIAL CRrepIT buys no stock, debentures or other capital issues. 
There are no preliminary fees, commissions, or extras. Our one reason- 
able charge (unlike dividends) is a tax deductible business expense. 
You can increase or decrease the amount whenever you like... you 
pay only when you use our money. 


A continuing arrangement 


Don't let limited funds hamper your progress. No matter where you are 
located you are within easy reach of a ComMERcIAL CReEpIT office. Our 
funds are usually available for use within 3 to 5 days after first contact. 
Once set up, our plan functions automatically. 


Get the facts today 
Whether you need more working capital to meet rising costs, pay higher 
taxes, to meet Government requirements as a prime or sub-contractor, 
or for any other sound business use, write, wire or phone the nearest 
ComMMERCIAL CREDIT CorRPoRATION office below. Simply say: “Send 
me complete information about the plan referred to in Credit & 
Financial Management.” 
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COMMERCIAL FINANCING DIVISIONS: Baltimore 1 
New York 17 ® Chicago 6 ® Los Angeles 14 ® San Francisco 6... and other financing offices 


in principal cities of the United States and Canada, 
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More on bad checks 


by the improper action against 

the issuer of the check, can 
himself become subject to criminal 
prosecution. By the great weight of 
authority a creditor, if he obtains 
money from the drawer of the check 
by means of threats to accuse the 
latter of a crime, may be guilty of 
the obtaining of property by means 
of unlawful threats—extortion. And 
this is so even though he believes 
the debtor guilty of the crime which 
he threatens to expose. 

In the case of Commonwealth v. 
Coolidge, 128 Mass. 55, the court 
said: “the law does not authorize 
the collection of just debts by the 
malicious threatening to accuse the 
debtor of a crime.” 

Even though the person threat- 
ened is guilty of the crime as to 
which he is threatened, the person 
making the threat is guilty. In 
People v. Eichler, x 26 N. Y. S. 998, 
the court said: “threatening a guilty 
person ...is a greater wrong to the 
public than to threaten an innocent 
one, for the reason that the object is 
likely to be obtained, and the result 
is the concealment and compound- 
ing of felonies, to the injury of the 
state.” 


Te E holder of a worthless check, 


Nature of the crime 


The crime of extortion is a statu- 
tory one generally, and its definition 
can be checked by looking at the 
statute in any given state. Some- 
times this offense is designated 
“blackmail.” The real meaning of 
“extort” is to take property from 
another unlawfully—to exact some- 
thing wrongfully by threats or put- 
ting in fear. While the statutes usu- 
ally require an intent (malicious) 
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by CARL B. EVERBERG 


Assistant Professor of Law, Boston University 


on the part of the extorting person, 
the intent does not need to be 
proved independently because the 
act itself may infer the necessary 
intent. 

It has been held that by a threat 
to accuse a thief, in case he does 
not return the property or its value, 
the crime of extortion has been 
committed. State v. Bruce, 24 Me. 
71. The general rule has been laid 
down that a claim cannot be col- 
lected by threatening to accuse the 
debtor of a crime. In State v. Rich- 
ards, 97 Wash. 587, 167 P. 47, the 
court said: “the law does not 
countenance forceful and unlawful 
collection even of just debts, and 
when one uses the methods set 
forth in this statute to obtain money 
or property, he commits the crime 
defined in the statute, irrespective 
of his belief that in so doing he is 
only attempting to obtain that which 
he is entitled to receive.” 

In Cohen v. State, 37 Tex. Cr. 
118, 38 S. W. 1005, the court there 
said that one of the objects of the 
statute is to prevent persons from 
using the criminal laws to collect 

a 


debts. The law objects to the means 
employed rather than to the legal- 
ity of the end sought. In People v, 
Beggs, 178 Cal. 79, 172 P. 152, 
where an attorney stated to his 
client’s employee that he might be 
sent to the state prison for taking 
merchandise from his employer, it 
was held to be extortion on the at- 
torney’s part where the employee 
drew a large sum of money and 
gave it to the attorney. The court 
added: “the law does not contem- 
plate the use of criminal process as 
a means of collecting a debt.” 

A very small number of states do 
not embrace the above rules as to 
extortion with the same severity. 
Thus, where the threat is merely to 
obtain or to secure the repayment 
of money or property due the one 
making the threat, it is held not to 
come under the extortion statute, 
especially where there is no malice. 
O’Neil v. State, 237 Wis. 391, 2% 
N. W. 96; State v. Hammond, 80 
Ind. 80; State v. Ricks, 108 Miss. 
7, 66 So. 281. 


Malicious prosecution 


If the holder of a worthless check 
does not expose himself to the pos- 


sibility of criminal liability by mak- | = 


ing a threat to accuse the issuer of 
a crime, he may walk into another 
pitfall—that of becoming liable in 
damages for maliciously prosecut- 
ing the drawer. Instead of threaten- 
ing to prosecute, he proceeds to 
prosecute in the usual manner— 
swearing out a complaint in the 
criminal court or otherwise. This in- 
volves usually an arrest of the ac- 
cused and, later, a trial. 
a 


This is the third of a series of three articles on bad checks. 
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“My appreciation for the very excellent service the Credit 
Association has given us during the past several years. Your 
service is so far ahead of that received from a formerly used, 
well known collection agency, that there is just no comparison.” 

FRANK D. SMALLEY, Executive Vice Pres. 


Implement & Tractor 
Kansas City, Missouri 


“Our appreciation for the very efficient manner in which your 
Collection Department has recovered for us considerable money 
due from delinquent debtors.” 


W. L. SMITH, Credit Manager 
National Lead Company 
Portland, Oregon 


“Receipt of several checks from your Collection Department 
during the past few weeks is proof of the effective, quick and 
courteous service being rendered by the Collection Bureaus of 
the National Association of Credit Men.” 

FRANK SPENCER, Credit Manager 


Hickok Mfg. Co. 
Rochester, New York 


Use Collection Bureaus "Approved" by the 


NATIONAL ASSOCIATION OF CREDIT MEN 


229 Fourth Avenue 33 South Clark Street 
New York 3, N. Y. Chicago 3, Illinois 
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Liability arises in this connection 
when a criminal proceeding (or it 
may even be under some circum- 
stances a civil suit) is commenced 
or carried on without “probable 
cause” and with malice, and which 
terminates unsuccessfully. See 54 


C. J. S. p. 951. 


While an action will be sustained 
if all these proper elements are pres- 
ent, it is known that the courts do 
not favor actions for malicious pros- 
ecution ; this is because public policy 
favors prosecutions where crimes 
have been committeed and it desires 
to protect one who causes prosecu- 
tion of another in good faith and on 
reasonable grounds. 


Elements of the tort 


In an old Massachusetts case, 
Cloon v. Gerry, 13 Gray (Mass.) 
201, the court draws a brief but 
striking word-picture of the ele- 
ments of the tort, known as mali- 
cious prosecution, and of the reasons 
it is not encouraged by the courts. 


Shaw, C. J. 


“In an action for the malicious pro- 
secution against one, in the name of the 
Commonwealth, the averment on the part 
of the plaintiff, that the complaint was 
made without reasonable cause, lies at 
the foundation of the suit; and although 
it is in form of a negative proposition, it 
is incumbent on the plaintiff to establish 
it by satisfactory proof. This kind of suit, 
by which the complainant in a criminal 
prosecution is made liable to an action for 
damages, at the suit of the person com- 
plained of, is not to be favored; it has a 
tendency to deter men who know of 
breaches of the law, from prosecuting 
offenders, thereby endangering the order 
and peace of the community. Absence of 
probable cause is essential; from want of 
probable cause, malice may be inferred; 
but from malice, even if express, want of 
probable cause cannot be inferred. 


“An ultimate acquittal of the offense 
charged, though necessary to be proved, is 
but a short step towards the mainten- 
ance of an action for malicious prose- 
cution. Malice, and absence of any rea- 
sonable and probable cause, must also 
concur with an acquittal.” 


Circumstances that decide 


The plaintiff had been convicted 
by a justice of the peace (who then 
had jurisdiction over certain 
crimes) and the court held that this 
was proof that the prosecution was 
not groundless, and that the convic- 
tion was proof of probable cause. 


On the other hand acquittal of a 
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charge is not of itself evidence of 
want of probable cause. Laing v. 
Mitten, 185 Mass. 233, 70 N. E. 
128. 

And where a party in doubt as to 
his rights consults legal counsel and 
does not withhold any information 
with intent to protect him against 
a suit, and pursues the course 
pointed out by counsel, he is held 
not liable for malicious prosecution. 
Boylen v. Tracy, 254 Mass. 105, 
149 N. E. 674. 

Where one calls a police inspector 
in the belief that a crime has been 
committed and states material facts 
to him without any concealment, but 
does not direct him to commence a 
prosecution, he is held not liable 
for malicious prosecution for the 
act of the officer instituting criminal 
proceedings. Burnham v. Collateral 
Loan Co., 179 Mass. 268, 60 N. E. 
617. On the other hand it is not a 
defense that a chief of police swore 
to the complaint, where he was in- 
duced to do so by defendant and in 
doing so he acted on defendant’s in- 
formation. Tangney v. Sullivan, 163 
Mass, 166, 39 N. E. 799. 

Probable cause, in criminal prose- 
cution, is defined as_ reasonable 
grounds for suspicion, supported by 
circumstances sufficiently strong in 
themselves to warrant a cautious man 
in the belief that accused is guilty 
of the offense with which he is 
charged. 


What does a layman do? 


The methods of originating crimi- 
nal process differ somewhat through- 
out the states. Whether a layman 
should take the responsibility for 
instituting criminal proceedings, fol- 
lowing receipt of a worthless check, 
is a question difficult to advise upon. 
In many of the states, as has been 
pointed out, the issuer of a bad 
check is entitled to a certain number 
of prescribed days’ notice. Should a 
holder of a bad check, in ignorance 
of such provision, proceed to have 
the drawer prosecuted without hav- 
ing complied with the statute with 
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reference to giving him the statutory 
notice, it might be deemed to be an 
ingredient of want of probable cause, 

It has been seen how many ways 
an issuer of a bad check can be ex- 
onerated. In many of the states it 
is necessary to show that money or 
property have been obtained. On 
the whole, in view of these many 
ramifications, the ambiguities in the 
law, it would seem to be the wisest 
course to turn these bad checks over 
to legal counsel where criminal pro- 
ceedings are desired. It might be 
added here, that all that is necessary 
in many instances is to notify the 
drawer of the check that it was 
returned for insufficient funds, and 
the drawer in question makes good 
without further action. 





















Interstate cases 






One final point has not been can- 
vassed in these articles. That is the 
question as to whether a creditor re- 
ceiving a worthless check in one 
state from a drawer located in an- 
other state, drawn upon a bank in 
that other state, has the same rights 
of criminal prosecution as if all the 
parties were in the same state. There 
is a dearth of decisions on this ques- 
tion. In Arkansas it would appear 
that it makes a difference whether 
the prosecution is under the statute 
or under common law (false pre- 
tense). Cousins v. State, 202 Ark. 
500, 151 S. W. 2d 658; Hadley v. 
State, 196 Ark. 307, 117 S. W. 2d 
312. The legal difficulties which 
would be encountered in such a situ- 
ation as mentioned in this paragraph 
—the problem of the place of the 
crime, the reaching out of the law 
across state borders, etc.—would be 
formidable. Prevention of such oc- 
currence is in the hands of the 
credit man. 

Perhaps one reason there are not 
many cases on this point is that 
credit men have been wary of ship- 
ping goods to out-of-state customers 
until checks purporting to be in 
payment of cash sales have definitely 
cleared. Indeed, the prophylactic 
treatment in all these matters of 
taking checks in cash sales is far 
the better one. It is infinitely better 
to have the prospective customer 
“cool his heels” while his check is 
going through the clearing process 
than for the credit man to wear his 
heels down pacing the floor won- 
dering what to do with the impostor. 
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Efficiency TIPS 


The following literature will be of special 
interest to executives. Unless otherwise 
stated, it will be furnished on request to 
either company, or Editor of CREDIT and 
FINANCIAL MANAGEMENT. 


142. American Photocopy Equip- 
ment Co, will send you an illustrated 
booklet with details on how to 
streamline office copying jobs and 
cut cost. 


143. Jasper Office Furniture Co. 
offers a booklet entitled “Lower Of- 
fice Costs” on request. 


144. Autopoint Company’s booklet, 
“Autopoint Business Gifts,” shows 
how to put to work for you a tested 
business strategy that builds good 
will and increases sales profitably. 


145. Royal Typewriter Company 
will send you their brochure, “Pic- 
ture of Progress,” describing their 
new electric typewriters, if inter- 
ested. 


146. Standard Register Company 
has a magazine, “PS,” sent free on 
request, giving usable ideas and 
paperwork simplification cases. 


147. Webster-Chicago has a fully il- 
lustrated folder describing their 
“Electronic Memory” wire-recorder 
dictating machine. 


148. American Lithofold Company 
has a brochure they’ll be glad to 
send you on “How to Get Better 
Results—in Less Time and at Low- 
er Cost—Through Up-to-date Busi- 
ness Methods.” 


149. Chicago Printed String Com- 
pany suggests you write for their 
free booklet and specific information 
on the use of industrial tape in in- 
dustry. 


130. Do-More Chair Company of- 
fers a booklet, “Proper Seating is a 
Specialty,” explaining just why 
proper seating is a good investment 
for the entire office staff, and how 
it can effect savings in time and 
money. 


151. E. F. Hauserman Co. has a 
free booklet, “The Inside Story of 
Building Economy,” covering mov- 


able steel interiors for partitions in 
office and factory. Write for it if you 
are considering remodeling or ex- 
panding. 


152. Recording and Statistical Cor- 
poration will send you “Modern 
Payroll Service” brochure based on 
lower payroll production costs. 


153. Diebold, Inc., will send you 
their booklet, “New Light on Your 
Oldest Office Problem”—a light-line 
study that will show you how to get 
the most for your dollar in your of- 
fice. A Motion Study. 


RFC Announces 
Rules for Flood 


Disaster Loans 


The Reconstruction Finance Cor- 
poration announced early in August 
how disaster loans in the flood areas 
of Kansas, Missouri and Oklahoma 
may be processed. 

Local banks have been author- 
ized to receive and process applica- 
tions for disaster loans up to and 
including $5,000. Such loans must 
also receive the approval of the 
RFC. 

W. Stuart Symington, adminis- 
trator of the RFC, gives the follow- 
ing information as to how applica- 
tions for disaster loans should be 
made: 

Loans Up to and _ Including 
$5,000.—Application can be made at 
any bank in the flood area. The 
emergency branch office in the local- 
ity has authority to make the loan. 

Loans From $5,000 to $20,000. 
—Applications should be made 
through the emergency branch office 
in the locality. These loans may be 
approved by the managers of the 
RFC loan agencies in Kansas City, 
St. Louis or Oklahoma City. 

Loans From $20,000 to $50,000. 
—Applications should be made 
through the emergency branch office 
in the locality. These loans may be 
approved by the RFC agency man- 
agers in Kansas City, St. Louis or 
Oklahoma City, with the concur- 
rence of the RFC advisory commit- 
tee in the area. 

Loans Over $50,000.—Applica- 
tions can be made in the local emer- 
gency branch office. Final approval 
for these loans must come from 
Washington. 
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NACA Booklet 
Emphasizes Need 
For Cost Study 


ANAGEMENT must know 
M profit margins realized on 
individual products in se- 

lecting products to sell, setting sales 
prices and deciding how much can 
be spent profitably for advertising 
and selling, according to a research 
study made public by the National 
Association of Cost Accountants. 

The study, entitled “The Assign- 
ment of Nonmanufacturing Costs 
to Products,” is based on an analysis 
of the techniques used by 70 major 
companies to obtain product costs. 
The report revealed that multiprod- 
uct companies usually encounter 
difficult problems in obtaining sepa- 
rate costs for their products. 

Copies of Research Series No. 20 
—‘The Assignment of Nonmanu- 
facturing Costs to Products,” are 
available from N.A.C.A., 505 Park 
Avenue, New York 22, at 75¢ per 
copy for nonmembers. 


2 collection series . . . one TENDERIy 
diplomatic — the other TOUGH .. . that 
persuade overdue accounts to pay. 


Result of 2 years testing at a top depart- 
ment store and a famous credit retailer. 


& ON 

COLLECTO-CARDS 

simply 

ON ie All ta 
STICKERS : data 


end mail 
in window 
envelope 


can be 
used on 
anything 


One of these series will collect for 
you. SEND TODAY for samples. 


C ceulibiois 


Cities 


2547 Fourth, San Diego 3, Calif. 
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In the MODERN office 





Desk-size “Direct Mail Department” 


The combination “Dupli-Kit’, 
manufactured by The Heyer Corp- 
oration, 1850 S. Kostner Avenue, 
Chicago, provides for the home or 
office a compact, simple means of 
printing or addressing at very little 





cost. The Portable Printer performs 
many small duplicating jobs—ad- 
vertising postcards, inventory and 
record cards, notices, envelope stuf- 
fers, price tags and cards. Patented 
base with Tru-Line Guide assures 
perfect printing. Uses stencil on 
which message is typed, written or 
drawn. The Portable Addresser 
loads and handles like a camera. 
Spirit fluid is applied and address 
rolled on in one smooth motion. 
Accommodates 250 addresses on 
single, changeable paper roll. Easy 
to fill wick cartridge holds enough 
fluid for full run. Each address 
good for 100 impressions. Complete 
kit sells for approximately $20.00. 


Folding Made Easy 


Form letters, statements, sales bul- 
letins, price lists, announcements, 
advertising literature, all have to 
be folded before they can be mailed. 





Usually a number of employees 
taken from regular duties do this 
chore, and folding by hand can be- 
come rather expensive. Davidson 
Corporation, 1020 W. Adams St., 
Chicago, have an Office Folding 
Machine which, they claim, will cut 
this time and expense to a minimum. 
The machine is exceedingly simple 
and designed for easy operation. 
The few adjustments can be easily 
made by the operator. Will fold any 
size sheet from 3” x 3” to 10” x 14”, 
including stapled sheets of varying 
thickness. Will fold from 6,500 to 
20,000 sheets per hour, depending 
on size sheet. Motor driven and 
equipped with automatic feed and 
load may be replenished without 
interrupting operation. Available 
either with, or without the stand. 


Marchant Improvements 


These important new features are 
latest improvements being offered 
by Marchant Calculating Machine 





Company . . instant automatic line- 
up in division, flexible keylock and 
optional carriage shift. Calculator 
lines up dividend and divisor auto- 
matically and begins division with 
one stroke of lineup key. Accuracy 
insured by automatic point-off of 
decimal, which gives either decimal 
or percentage. Versatile keylock 
feature, in addition to the usual 
function of retaining a keyboard con- 
stant, also permits a separate key- 
board entry for operators such as 
accumulating multipliers with dial- 
proof of each. Optional carriage 


shift permits multiplication “from 
the right” as well as “from the left.” 
Address, Oakland 8, California, ‘or 
more details. 


New Design Scale 


An example of how a designer 
helped solve the steel shortage is 
seen in the scales manufactured by 





Pelouze Manufacturing Co., 1218 
Chicago Avenue, Evanston, IIlinois. 
Parts in the scale were reduced from 
42 to 29, without impairing efficien- 
cy, and the overall weight to 3% 
pounds. The new postal scale fea- 
tures a slender red pointer which 
prevails behind the figures on the 
dial increasing visibility and accur- 
acy in weighing, as well as cutting 
weighing time to a split second. 
Easy to read table shows parcel post 
rates tabulated by zones, with re- 
placeable dial if any changes in post- 
al rates. Available in four different 
weighing capacities, 5, 10, 25, and 
50 pounds, with the overall size the 
same in every case. Housing of scale 
in colorful plastic. 


FIRE PREVENTION 
WEEK, OCTOBER 7-13 


Look out for special 
articles on fire 
prevention and insurance 
in next month’s issue. 


When writing to these manufacturers, tell them you saw it in Credit and Financial Management 
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Think Twice Before 
Starting Your Own 
Small Business 


CAREER in top manage- 
A ment of a large corporation 

does not always mean that 
the individual so experienced is 
qualified to manage a smaller busi- 
ness of his own. Caution to this 
effect was sounded by Walter 
Mitchell, Jr., managing director of 
the Controllers Institute, who re- 
cently observed to the members of 
that organization. “There can be 
such a thing as transplanting a big 
business executive into the wrong 
kind of soil.” 

Recognizing the urge on the part 
of controllers and other salaried 
executives to form their own enter- 
prises and accumulate an estate 
through building up a capital invest- 
ment, Mr. Mitchell added, “There 
may be a hitch to it. One executive 
who had spent his business life 
moving steadily upward through a 
large manufacturing organization 
bought a half interest in a small 
concern. His experience appeared 
ideal, because he had worked in 
every department and phase of his 
organization. Yet it didn’t work out. 
As one of his banker friends put 
it, ‘his thinking was in terms of 
departments, while a single indi- 
vidual does the job in a shop of 
this size.’ 


No straw-boss 


“Another executive bought a 
partnership in a wholesale firm. He 
had come up through the selling, 
promotion and advertising phases of 
a large company, and apparently 
brought to his new enterprise ex- 
actly the experience it needed, be- 
cause all the latter needed was to 
have its sales improved. But two 
years later the sales expert returned 
to his big-company job, after losing 
most of his investment. This man 
had proved his ability to handle a 
multi-million dollar advertising ap- 
propriation and a sales force of 200, 
scattered through 30 branch offices 
—but he didn’t know the ‘straw 
boss’ job of keeping eight salesmen 
on the road and producing.” 

Mr. Mitchell’s message is a feat- 
ure of the July issue of “The Con- 
troller,” official publication of the 
Institute. 
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KEEPING 
INFORMED 


Informative reports, pamphlets, circulars, etc. 
which may be of interest to you. Please 
write directly to the publisher for them. 
CREDIT AND FINANCIAL MANAGEMENT 
does not have copies available. 


Some of the worst losses business 
men suffer are a result of accepting 
bad checks. Six methods are pre- 
sented to help determine whether a 
check is forged. Blots, blurs, era- 
sures, and differing inks give clues 
to a forgery. 6 Easy Ways to Rec- 
ognize A Bad Check—Write Fraud 
Detection and Prevention Bureau, 
2515 W. 82nd St., Chicago 29, IIl. 
Price: 25 cents. 


Warehousing 

A list of trade associations, busi- 
ness papers, magazines and business 
directories dealing with warehousing 
problems. The use of warehouse re- 
ceipts as collateral, effective use of 
warehouses, reading material on 
cold storage holdings are all cover- 
ed in this four page booklet. Write 
Office of Industry and Commerce, 
U.S. Department of Commerce, 
Washington 25, D.C. Free. 


Operating Instructions 
For Bankruptcy 

Instructions are designed to af- 
ford the lay personnel a guide for 
handling cases in bankruptcy. Cov- 
ers all phases from steps in volun- 
tary bankruptcy to how to file claims, 
as well as when and when not to 
accept payments from a bankrupt. 
Prepared by Law Committee of the 
National Consumer Finance Asso- 
ciation, 315 Bowen Bldg., Wash- 
ington, D.C. 22 pp. Price: 50 cents. 


Selling to the Armed Forces 
Alphabetical listing of major ar- 
ticles being purchased by military 
services and the purchasing offices. 
Geographical guide to major pur- 
chasing offices as well. Report in- 
cluded “How to Get Military Busi- 
ness” explains procedure to be fol- 
lowed in establishing and maintain- 
ing contact with buying offices; ne- 
gotiating; renegotiating and finan- 
cing contracts; obtaining subcon- 
tracts; selling services, etc. Write 
to Hugh Smith, Director of Public 
Relations, Research Institute of 
America, Inc. 292 Madison Ave., 
New York 17, N.Y. 34 pages. Free. 


PEERS RT LO 
William C. Bruhn 


William C. Bruhn, assistant cashier in 
charge of the credit department of the 
First National Bank of Chicago, and 
only recently elected treasurer of the 
Chicago Association of Credit Men, 
passed away at his home July 24 of a 
sudden heart attack. He went to work 
for the First National on April 23, 1909, 
as a page boy and has remained with that 
bank since that time in the credit depart- 
ment with the exception of a few years 
in the statistical department. 

Mr. Bruhn had been very active in 
the Chicago Association for many years. 
He was a member of the board of direc- 
tors from 1947 through 1950, a member 
of the executive committee in 1949, chair- 
man of the credit groups committee in 
1949-1950, a member of the adjustment 
committee, and at the time of his death 
was treasurer of the Association and a 
member of the executive and finance 
committees. He was a constant attendant 
at the annual NACM Credit Congresses 
including the last one at Boston. 

For many years Mr. Bruhn had been 
very active in the Chicago chapter of 
the Robert Morris Associates, serving as 
president, a member of the board of 
governors and on the advisory committee. 


eee 
The Banker Wasn’t Looking! 


Burlington, Iowa: Here is one for the 
record. Carl Dwight, of Schramm & 
Schmieg Co., wrote a letter to a customer 
suggesting that now was the time for all 
good customers to come to the decision 
to pay up. A few days later he received 
a draft with a pithy letter: “Dear Mr. 
Dwight: I am enclosing a draft for your 
account. I borrowed it from my banker 
who hasn’t found out yet that business is 
lousy.” 










Lift your spirits 
with 


Whife Rock 


Fifth Session of Graduate School 
Closes at Dartmouth College 


Hanover, N. H.: 151 men and 
women, young and not so young, 
representing companies large and 
small from cities and towns near 
and far, have just had an expe- 
rience they will never forget. 

Some of them will be back next 
year, more of them will be returning 
for two more years and the others 
have completed three years of train- 
ing, have received their diplomas 
and can look back on three short 
but exciting summer meetings with 
a feeling of real satisfaction. 

The fifth annual session of the 
Graduate School of Credit and Fi- 
nancial Management came to a close 
August 18. Held again at Dart- 
mouth College, with the full and 
hearty cooperation and collaboration 
of the college’s Amos Tuck School 
of Business Administration, the 
session was noteworthy for many 
reasons. 

For one thing, the enrolment was 
the highest ever. In fact, the fresh- 
man class was larger than the en- 
tire student enrolment in 1947 when 
the school was founded. Also, there 
were many changes made in curric- 
ulum, schedule and so forth, and 
they were all successful. 


How it started 


Back in 1941, the National Asso- 
ciation of Credit Men, in coopera- 
tion with the Babson Institute in 
Wellesley, Mass., held a “Summer 
Institute” of credit which was a 
great success. The experiment was 
repeated in 1942 but the war made 
it impossible to continue the summer 
institutes as a permanent part of the 
NACM educational program. 

The president of Babson Institute 
in those days was one Dr. Carl D. 
Smith. In 1945 Dr. Smith was ap- 
pointed director of education of the 
National Association of Credit Men, 
and, as soon as the war was definite- 
ly over, he set about reviving the 
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summer institutes but not on a year 
to year basis as they had been, but 
rather as a planned, three-year 
course on a graduate level. 

The result was the founding in 
1947 of the Executives’ School of 
Credit and Financial Management, 
now the Graduate School. It was 
held at the University of Wisconsin 
in 1947, 1948 and 1949 and was 
transferred to Dartmouth in 1950. 

The past four years have been 
years of growth and evolution for 
the school. Through the combina- 
tion of a fine faculty, a hard-work- 
ing administrative committee and a 
loyal and interested body of alumni 
the school has, in that short space 
of time, carved for itself a very real 
niche in field of business education. 

Enough of history, however; to 
return to the 1951 session. 


A student's day 


A visitor to the school is im- 
pressed first by the whole atmos- 
phere of Dartmouth and the school 
itself. It is an atmosphere in which 
the most boisterous extrovert can 
become a contemplative scholar. In 
short, from the school’s point of 
view Dartmouth is a “natural.” 

One is impressed also by the real 
industry displayed by the students. 
They are there to do a job of work; 
it is work that is going to be a grand 
springboard for them as they move 
up top. And they know it. And they 
are doing something about it. (Some 
of them, incidentally, have already 
reached top and they are the most 
enthusiastic of all!) 

A day in the life of a student runs 
something like this: 





The senior class pictured on the opening day of school. Left to right (back row): F. James 
Keane, assistant secretary-treasurer, The Producto Machine Co., Bridgeport, Conn.; Earl 
F. Schultz, assistant credit manager, Rath Packing Co., Waterloo, lowa; Preston D. Mitchell, 
credit manager, Bigelow-Sanford Carpet Co., New York; Thomas S. Rose, credit manager, 
Sealed Power Corp., Muskegon, Mich.; William M. Mill, president and general manager, 
Thomas Smith Co., Worchester, Mass.; Robert B. Routsong, assistant cashier, Winters 
National Bank & Trust Co., Dayton, Ohio; Donald R. Whyte, treasurer, The Mau-Sherwood 
Supply Co., Cleveland, Ohio. (Front row): Robert Brierley, assistant credit manager, 
Shamrock Oil & Gas Corp., Amarillo, Texas; Edmund E. Carney, credit representative, 
United States Steel Co., Pittsburgh, Pa.; Harry J. Weihrauch, credit manager, Rockwell 
Mfg. Co., Pittsburgh, Pa.; Minnie M. Schwab, secretary, Phillips-Lester Mfg. Co. Inc., 
Birmingham, Ala.; Paul A. Farina, assistant credit manager, Proie Bros. Co., Pittsburgh, Pa.; 
Melvin M. Nield, credit manager, Marathon Corp., Menasha, Wis. 
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6 a.m. Arise and shine, a matter 
of some misgiving to some who like 
their sleep and to others who have 
been sitting up until one in the 
morning chewing over tomorrow’s 
assignments. But it’s cheerful mis- 
giving, and it doesn’t impress the 
visitor who has to ride forty miles 
into New York five days a week. 

7 a.m. Breakfast at the Hanover 
Inn. This is where the students take 
all their meals, It is about five min- 
utes’ walk from the classrooms. 

7.45 a.m. Classes start. There are 
four classes each morning, each last- 
ing an hour and ten minutes. There 
is a short break between classes and 
a twenty minute recess in mid- 
morning when coffee and doughnuts 
are served. 

Classes, then, take care of the 
morning. After lunch, time is set 
aside for special seminars, commit- 
tee work sessions, conferences or re- 
creation. Two evenings each week 
the entire group meets in the Tuck 
Hall auditorium for lectures or panel 
discussions by visiting guests or fac- 
ulty members. 


Classroom technique 


Your visitor, particularly if he 
has teaching experience himself, is 
impressed also by the way in which 
the classes are conducted. The in- 
structor tosses out the ball which is 
caught by a young man in the far 
corner who tosses it to an elderly 
gentleman on the front row who 
again passes it across the room to 
another young man and so on until 
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Students relax during the morning coffee 


it is finally thrown back to the in- 
structor. By the time the question 
has been bandied about in this man- 
ner and fat stripped off, the problem 
has reduced itself to essentials and 
the answer has been found. 

In other words when the instruc- 
tor asks a question he expects an 
answer based on the listener’s expe- 
rience, or at least a reasonable con- 
jecture based on that experience. 
That your visiting ex-teacher likes, 
for when you are dealing with the 
immature (of all ages) you can ex- 
pect an answer based only on what 
was heard or read in a textbook last 
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Here is the teaching staff of the school. Left to right messrs. Upgren, Greenleaf, Rodgers 
and Bradshaw (back row), Vogel, Nelson, Griswold, Thevenet and Foster (front row). 
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period in one of Dartmouth’s dining halls. 


week or last month or last year. The 
immature student has no experience 
to draw on. He has to be led. These 
students are steered. 

That is one reason why this school 
rightly claims to be a graduate 
school and why experience is so 
strongly emphasized when applica- 
tions are passed on. 


The what and the who 


As for the curriculum; the first 
and second year courses are based 
on four subjects each; in the first 
year the subjects are problems in 
credit management, problems in fi- 
nancial management, management 
policy and the development of exec- 
utive abilities; in the second year 
problems in credit management, 
problems in financial manageemnt, 
development of executive abilities 
and the economics of money and 
credit. The third year students at- 
tend classes in the development of 
executive leadership and economics 
and business conditions. The rest of 
their time is spent on a credit and 
financial seminar, a sort of general 
summation of all their experience, 
all they know and all they have 
learned, and want to find out. 

The faculty has grown with the 
school and now numbers eleven, in 
fact twelve if you include Henry 
Heimann, NACM executive man- 
ager, who spends one week each 
year at the school to talk to and 
counsel with the students. Dr. Carl 
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D. Smith is again executive director. 
His assistant is Orrin E. Barnum, 
credit manager, U. S. Steel Co., and 
a member of the school’s first grad- 
uating class. 

The rest of the faculty is of the 
same high calibre as in previous 
years and includes one man who 
has been with the school since its 
inception and several who are new 
this year. The comparative old-timer 
is Thomas H. Nelson, president of 
Executive Training, Inc., and part- 
ner in Rogers, Slade & Hill, man- 
agement consultants, and the new 
men are John H. Vogel, vice-presi- 
dent of Meinhard, Greeff & Co., also 
a member of the first graduating 
class, and Dr. Francis Bradshaw, 
president of Richardson, Bellows, 
Henry & Co., Inc. 

The other faculty members are 
Dr. Louis O. Foster, professor of 
accounting at Dartmouth and a con- 
sultant to the U. S. Atomic Com- 
mission; Dr. John Griswold, pro- 
fessor of finance at Dartmouth; 
Robert K. Greenleaf, of the per- 
sonnel staff of the American Tele- 
phone & Telegraph Co.; Raymond 
Rodgers, professor of banking at 
New York University; Dr. Arthur 
R. Upgren, professor of economics 
at the University of Minnesota and 
associate editor of the Minneapolis 
Star-Journal, and Arthur Thevenet, 
secretary of the National Credit 
Office, New York. 

Each morning during breakfast 
the students receive “The Beam”, 
the daily mimeographed newssheet 
edited, published and written by 
“Barney” Barnum, the school’s as- 
sistant director. In it they find news 
of interesting places to visit, remind- 
ers of appointments they might have 
forgotten, announcements of forth- 
coming events, social and official, 
and so forth. Such delicate little 
items such as the story of the gent 
who packed in a hurry and arrived 
with one pair of socks which he 
stands up beside his shoes each 
night are used for fillers. 

Socially it’s every man for him- 
self since there is not too much time 
for social events anyhow. One fea- 
ture of the session, however, is the 
trip up to the Outing Club’s Ravine 
Lodge on the one weekend that the 
students have together. Here (and 
the price is thrown in with the reg- 
ular tuition and lodging fee) the 
students can lounge about in old 
clothes, go mountain-climbing, sing 
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songs and generally relax. It is an 
excellent opportunity to clear the air 
and forget work. 


Think! 


Getting back to the school’s pro- 
gram, in summary, perhaps the best 
description of what the school does 
is to say that it teaches men how to 
think. Note that. It doesn’t teach 
them to think. They have been do- 
ing that for years or they would not 
be Where they are. But it does teach 
them to systematize their thinking, 
to cut corners, to eliminate waste 
cerebration, to decide what they are 
aiming at and to reach it in the most 
economical way. Too, they learn to 
view the business picture as a whole ; 
to see how every part of it is inte- 
grated with the others. And, best of 
all, they have a chance to pick each 
other’s brains. Thirty men with one 
original idea each become thirty men 
with thirty new ideas each. 

What school can do more? 


Fair Trade Case 
In New Jersey 
Thought Unique 


N what is believed to be the first 
| action of its kind involving sales 

of brand name merchandise in 
interstate commerce since the Su- 
preme Court’s fair trade decision, 
Johnson & Johnson and McKesson 
& Robbins, Inc., national drug manu- 
facturers and wholesalers, respec- 
tively, have sued to enjoin a Newark, 
N. J. retailer from selling Johnson & 
Johnson products below published 
minimum fair trade prices. 

The suit, brought jointly in Su- 
preme Court, Chancery Division, 
against Charmley Drug Co. of 164 
Halsey Street, Newark, N. J. was 
based on an “invoice legend” by 
which McKesson & Robbins, under 
an agreement with Johnson & John- 
son, obligated this retailer to main- 
tain fair trade prices on the J & J 
products purchased by it. 

The defendant, according to the 
complaint, indicated that it would 
not adhere to the requirements of 
the fair trade legend agreement con- 
tained on the invoices which ac- 
companied the merchandise received 
by it, and gave notice that it would 
not abide by the minimum fair trade 


resale prices as established by John- 
son & Johnson. 

In addition to seeking an injunc- 
tion to prevent resales at less than 
minimum fair trade prices, the 
Court was asked to enter a declara- 
tory judgment affirming, among 
other things, the validity of the in- 
voice legend as a legal fair trade con- 
tract binding on the retailer. 

The action, it is understood, raises 
the question of whether the accept- 
ance of goods with an invoice con- 
taining an agreement not to resell 
below fair trade prices, is legal 
under the New Jersey Fair Trade 
Act and the Supreme Court’s deci- 
sion in the Schwegmann Case. 

The legend used by McKesson & 
Robbins, by direction of the manu- 
facturer, contained on invoices cov- 
ering Johnson & Johnson products, 
was as follows: 

“FAIR TRADE AGREE- 
MENT. Purchaser, by accepting 
delivery from Seller of any fair 
traded commodity, agrees not to 
resell such commodity, by direct 
or indirect means, at less than the 
prescribed net retail minimum 
price published by the Producer 
or Distributor whose trade-mark, 
brand or name appears on the 
commodity. This agreement not 
applicable to sales in non-fair 
trade states or District of Colum- 
bia.” 

Considerable significance is at- 
tached to the action. McKesson & 
Robbins is using the invoice legend 
principle to make fair trade agree- 
ments with its retail customers on 
behalf of other manufacturers de- 
siring to protect their brand name 
merchandise under fair trade in both 
intrastate and interstate sales. John- 
son & Johnson believe that this pro- 
cedure, if approved, should effective- 
ly restore the fair trade even though 
further legislation be not enacted. 


Defense Effort Discussed 


Cincinnati: Wilbur Fulton, vice pres- 
ident of the Federal Reserve Bank of 
Cincinnati, was the principal speaker at 
a meeting of the Credit Club of the 
Cincinnati Association of Credit Men, 
held at the Hotel Sinton July 24. His 
subject was “Growing Effect of The De- 
fense Effort on Our Economy.” 


Ohio Valley Conference 
To Be Held in Cleveland 


Cleveland: Plans are being perfected 
for the Ohio Valley Regional Credit Con- 
ference which this year will take place 
at the Carter Hotel October 19 and 20. 
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ASSOCIATION NEWS 





Fraud Prevention Department Head Retires 


C. J. Scully was 


Responsible for 
1719 Convictions 


Charlie Scully retired August 31. If 
you happen to be in the fraudulent 
bankruptcy business that will be good 
news. 

Charles J. Scully has been director of 
the NACM’s Fraud Prevention Depart- 
ment for more than 25 years. During that 
time the department has investigated more 
than 4,000 cases of suspected fraud and 
has accounted for 1719 convictions of 
individuals guilty of commercial crimes. 

Before joining the National staff the 
Chief was for seventeen years an agent 
for the Bureau of Investigation of the 
U. S. Department of Justice, now known 
as the FBI. He was in charge of the rad- 
ical division and caused the arrest and de- 
portation of many notorious anarchists 
and “reds” including Emma Goldman and 
Alexander Berkman, who with hun- 
dreds of others were deported to Russia. 
He also apprehended David Lamar, 
known as the “Wolf of Wall Street”, who 
was being sought throughout the United 
States. He figured prominently in the 
case of the dynamiters who were de- 
stroying buildings in many large cities. 

He also devoted much time to the in- 
vestigation of persons involved in viola- 
tions of the Espionage Act, particularly in 
keeping track of Franz von Papen and 
other high German officials who, before 
World War I, were engaged in and di- 
recting espionage work in the United 
States. 

Mr. Scully says he is going to “attend 
some of the ball games in which the 
Dodgers participate and also to try his 
hand at fishing.’ The good wishes of 
everyone who ever met him go with him. 


Tribute from Heimann 


Commenting on Mr. Scully’s conduct 
of the Fraud Prevention Department, 
Henry H. Heimann, NACM executive 
manager, writes: 

_ “The man who more than anyone else 
in the United States put the fear of God 
into credit crooks, namely, Charles 
Scully, is retiring. He leaves behind him 
a record of accomplishment seldom 
equalled in commercial history. Not only 


has he been a loyal and faithful employee 
of the National for all these years but it 
is no exaggeration to say that through his 
effort he has saved millions of dollars 
for American business. 

“Any credit crook in the world knows 
Charlie Scully. He respects him and he 
fears him. Always fair in his dealings but 
demanding of those he investigated a sense 
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of honesty. Charlie has done an out- 
standing job in the nation. Before com- 
ing to us Charlie was associated with the 
F. B. I. In this connection he was quite 
active in the Wall Street Bombing case 
and in the Communist activities in the 
Sand Dunes of Michigan. For your in- 
formation, a judge in my county who be- 


(Next page, column one) 
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C. J. Scully 


(Continued from previous page) 


came famous over these trials has time 
and again personally complimented Char- 
lie to me. Also you will be interested in 
knowing that this judge who comes to 
New York occasionally never drops in but 
he has lunch with Charlie Scully. 

“Suitable recognition of Charlie’s serv- 
ice will be given by way of a testimonial 
dinner but this will be reserved for a 
later time when more of his friends will 
be in the city. 

“During his tenure as chief of the Fraud 
Prevention Department 1719 convictions 
have been secured. In other words, his 
department has been almost wholly re- 
sponsible for the gathering of evidence 
for presentation to the courts in these 
cases. He has at all times had the full 
cooperation of the prosecuting authorities. 

“Charlie Scully’s life in this work is 
worthy of a book, let alone a few words 
of commendation such as are being writ- 
ten here. He has literally lived and 
breathed this work for he has loved it 
intensely from the moment he entered it. 
He is particularly well known in the tex- 
tile field. He has scores of friends, all of 
whom join us in wishing him a very 
healthy and rich leisure life which he so 
justly deserves and has fully earned. 


Fredell succeeds 


“Before leaving, Charlie has seen to it, 
as you can well imagine a man of his ca- 
pacity would, that a suitable successor 
was introduced to this organization. As 
of September the Ist his successor will 
be Mr. John C. Fredell, Jr. 

“Mr. Fredell also comes to us with a 
background in this type of work. He is 
not new because he has been working 
with Charlie for over a year. He will 
carry on where Charlie has left off and 
whenever he gets in a spot you can be 
sure that Charlie will be the first one 
who will want to help him solve a diffi- 
cult problem and even though Charlie 
has retired his interest in his life work 
will never diminish. 

“Charlie’s address will always be at 
this office for some time but his home 
address is 8212 Fifth Avenue, Brooklyn, 
_ a. 


Bramer Wins Graduate 
School Scholarship 


Pittsburgh: John C. Bramer, assistant 
general credit manager of MHarbison- 
Walker Refractories Company, was 
named winner of the Credit Association 
of Western Pennsylvania 1951 scholarship 
award. Made primarily on the basis of 
business accomplishment and responsibil- 
ity, this annual award takes the form of 
a scholarship to the Graduate School of 
Credit and Financial Management of 
Dartmouth College at Hanover, N. H. 


Record Picnic at Des Moines 


Des Moines: The annual picnic of the 
Central Iowa Unit, NACM, was the larg- 
est ever. 337 attended, including 99 chil- 
dren. 
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COMING EVENTS 


Southwest Conference 
Dallas, September 20-22 


Northwest Conference 
Tacoma, September 27-28 


Petroleum Credit Conference 
Dallas, October 14-16 


Wisconsin Conference 
Appleton, October 16 


Tri-State Conference 
Lincoln, Neb., October 17-18 


Tri-State Conference 
Wichita, October 18-20 


Tri-State Conference 
Syracuse, N. Y., October 18-20 


Ohio Valley Conference 
Cleveland, October 18-20 


Southeast Conference 
Atlanta, October 18-20 


Credit Women’s Conference 
Cleveland, October 20-21 


Ilinois Conference 
Chicago, October 24 


New England Conference 
Providence, R. |., November 28 


National Credit Congress 
Houston, May 11-15, 1952 


North Central Conference 
Fargo, N. D., May 21-22, 1952 


Robert P. Dean, 
Petroleum Credit 


Leader, Passed On 


Robert P. Dean, Credit Coordinator 
Esso Standard Oil Co. of Pennsylvania, 
died last month. He was buried August 6, 





Robert P. Dean 


Mr. Dean joined the company in 1930 as 
credit manager in the Pittsburgh branch 
of Esso Standard Oil Company of Penn- 
sylvania. He was named credit manager 
for that company at Philadelphia in 1932 
and transferred to New York as assist- 
ant credit coordinator in 1946. Mr. Dean 
was named credit coordinator in the Mar- 
keting Department of Esso Standard Oil 
Company in 1948, 

A native of Columbus, Ohio, he moved 
to Pittsburgh at an early age, attending 
local grade and high schools, Carnegie 
Institute of Technology and the Univer- 
sity of Pittsburgh. Before joining Esso, 
he was assistant treasurer of the Waverly 
Oil Works Company of Pittsburgh. 

Mr. Dean made his home at 419 Strath- 
more Road, Havertown, Pennsylvania, 
with his wife, the former Mabel Myers 
of Pittsburgh, and three daughters, Mar- 
jory, Patricia and Diana. 

He was chairman of the Board of 
Governors of the National Credit Inter- 
change System of the National Associa- 
tion of Credit Men, former officer and 
director of the Credit Men’s Association 
of Eastern Pennsylvania and past presi- 
dent of the American Petroleum Credit 
Association. 


Hartman Elected New 
Milwaukee President 


Milwaukee: Harold Hartman, L. J. 
Mueller Furnace Co., has been elected 
president of the Milwaukee Association 
of Credit Men. The election took place at 
a dinner meeting held at the Elks Club. 
He succeeds Charles Jones, Marine Na- 
tional Exchange Bank. 

E. M. Kroening, Allen Bradley Co., is 
vice-president, and A. P. Bergner, West- 
inghouse Electric Supply Co., is treas- 
urer. Herman S. Garness continues as 
secretary-manager. 
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Dallas To Be 
Scene of 1957 
5. W. Conference 


Dallas: The Dallas Wholesale Credit 
Managers Association will be hosts for 
the Southwest Credit Conference which 
is planned for Thursday, Friday, and Sat- 
urday, September 20, 21, 22 at the Adol- 
phus Hotel. 

A full program of speakers and neter- 
tainment has been planned and visitors are 
expected from Houston, El Paso, Tulsa, 
Shreveport, Waco, Austin, Lubbock, Ok- 
lahoma City, San Antonio, Little Rock, 
Amarillo, and Fort Worth. 

Among the speakers who will appear 
are National President Lorne D. Duncan, 
National Distillers Produwcts Corpora- 
tion, New York, Executive Manager 
Henry H. Heimann, Ben Wooten, Presi- 
dent of the First National Bank in Dal- 
las, Louis Throgmorton, President of the 
Republic National Life Insurance Com- 
pany, National Director W. L. Holmes, 
Schlumberger Well Surveying Corp., 
Houston, National Vice president, Victor 
C. Eggerding, Gaylord container Corp., 
St. Louis. 


Senior Round Table 
Planned by Newark 
Credit Executives 


Newark: The New Jersey Association 
of Credit Executives is planning a “Sen- 
ior Credit Executives’ Round Table” 
which will start in September and con- 
tinue each three weeks through May of 
1952. 

Qualifications for membership in the 
round table are at least ten years of credit 
experience. 

Subjects to be discussed include “Hu- 
man Relations in Credit Work,” “Legal 
Aspects of Credit,” “Financial Statement 
Analysis,” and “Problems of Credit 
Management.” 

The Round Table is planned so that a 
senior executive who attends and contri- 
butes to all the sessions should be able 
to pass the fellow examination of the 
National Institute of Credit. 


Tri-State Conference 
Planned for Syracuse 


Syracuse: Credit executives from New 
Jersey, New York, Eastern Pennsylvania, 
and Maryland will meet on the evening 
of October 13 for the annual Tri-State 
Conference of District 2. The conference 
will run through October 20. 

The opening event will be a get-to- 
gether party on Thursday evening, Octo- 
ber 18. Business sessions will be con- 
ducted Friday morning and afternoon. 
On Friday noon there will be the Presi- 
dent's luncheon and on Friday evening 
the annual banquet. 


Kansas City Credit 
Men Ready to Help 
All Flood Victims 


Kansas City: The Kansas City Whole- 
sale Credit Association has announced 
that the Association stands ready to help 
all members and their customers in re- 
habilitating themselves after the disastrous 
floods which recently hit the Kansas City 
area. 

As a concrete step in this direction the 
Kansas City O. D. Cunningham is ap- 
pointing a committee to consist of at least 
45 members, three from each line of in- 
dustry. It will be the duty of this com- 
mittee to meet with the secretary when 
considering the rehabilitation of a dis- 
tressed firm. 


Raymond Hough Pleads 
For Better Business 
Bureau in Editorial 


Denver: Raymond Hough, retired Ex- 
ecutive Manager of the New York Credit 
Men’s Association, now the New York 
Credit & Financial Management Associa- 
tion, had the distinction of being the 
writer of a guest editorial in the Denver 
Post on July 17. 

Mr. Hough, who is now president of 
Petroleum Publishers, Inc., in Denver, 
put forth a plea for the establishment of 
a better business bureau in Denver, which 
is one of the few sizable cities in the 
country which does not have such a bu- 
reau. 

Mr. Hough in his editorial drew on his 
long experience in New York to point 
out how business men and a better busi- 
ness bureau can cooperate for the good of 
business and for the protection of the 
consumer. 


Midwest Managers 
Hold Quarterly 
Business Meeting 


Minneapolis : The managers of Associa- 
tions in the mid-west met July 21 in 
Minneapolis for their quarterly meeting. 
Managers from eight states were present 
—North and South Dakota, Minnesota, 
Wisconsin, Iowa, Kansas, Missouri and 
Nebraska. 

National Vice-President Victor C. Eg- 
gerding, Gaylord Container Corp., St. 
Louis, was present, as was National Di- 
rector Harold Berg, Dakota Electric Sup- 
ply Co., Fargo, N. D. Past Director Har- 
old Cummings of St. Paul was also pres- 
ent. 


Annual Picnic at St. Louis 


St. Louis: The St. Louis Association 
held its twelfth annual family picnic at 
Funk’s Grove, Grover, Missouri, Satur- 
day, July 28. 

Luncheon was served by the credit 
women’s group. 
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Conference Plans 
Taking Shape for 
Tri-State Meet 


Wichita: Plans are being completed for 
the Tri-State Conference to be held at 
the Lassen Hotel. Members from Mis- 
souri, Kansas and Oklahoma will be 
present. 

The program generally will consist of 
registration on Wednesday evening, Oc- 
tober 17; a get-together the same eve- 
ning; general meetings all day Thursday, 
October 18, followed by an banquet and 
Gay Nineties revue, and industry group 
meetings Friday, October 19. 

Eight group classifications are planned 
for October 19—oil field service and sup- 
ply; food and meat packing ; drugs, chem- 
icals, brewers and beverages ; automotive, 
petroleum and allied lines; furniture, 
electrical and hardware; manufacturers, 
banks and utilities; building material, 
paints, lumber, etc., and wearing apparel. 


Central Mo. Chapter 
Holds Annual Meeting 


Sikeston, Mo.: This was the scene of 
the annual meeting of the Cape Girardeau 
Association. (chapter of St. Louis). 

National Vice-President Victor C. Eg- 
gerding, Gaylord Container Corp., pre- 
sented the Class F Membership plaque. 

Officers for 1951-52 are: A. W. French, 
Simpson Oil Corp., president; Paul J. 
Spitzmiller, Missourian Printing & Sta- 
tionery Co., Ist vice-president; R. H. 
Mackley, Grant Oil Co., 2nd vice-presi- 
dent; J. P. Tlapek, Auto Tire & Parts 
Co., secreatry, and E. F. Brase, B & H 
Auto Supply Co., Councillor. 


Chicago Credit 
Men Make Plans 


For Conference 


Plans are being rapidly completed by 
the Chicago Association of Credit Men 
for the annual Illinois Regional Credit 
Conference and the annual Fall Dinner 
of the Association Wednesday, October 
24. 

The credit Conference will occupy both 
morning and afternoon sessions with a 
luncheon at noon, the main speaker being 
Edward McFaul who made such a hit 
at the recent NACM Credit Congress 
in Boston. 

At the evening dinner the speaker will 
be United States Senator William E. 
Jenner of Indiana. As usual it is ex- 
pected that there will be a large attend- 
ance at all the meetings with representa- 
tives from all sections in Illinois and 
adjoining states. 
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Vernon R. Evans 


Florence Gibbons 


we SALUTE -—— 


Mrs. Florence Gibbons, President 
Lincoln Association of Credit Men, Lincoln, Nebraska 


Credit manager, Gooch Milling and Elevator Company. 
Started with this company in 1918 as invoice clerk, then to 
assistant credit manager, and to present position. Past director 
of Chamber of Commerce. Past president Lincoln Chapter 
Quota International, and past governor 7th District Quota In- 
ternational. Active in Lincoln Beautification Committee, Child 
Guidance Center, Lincoln Urban League, Wholesale Credit As- 
sociation, and American Business Women’s Association. 


Mr. Vernon R. Evans, President 
Utica Association of Credit Men, Utica, New York 


President of Vernon R. Evans Company, which business he 
started 15 years ago, after being with Globe-Wernicke Com- 
pany for a time. Governor of Region 2, National Stationers & 
Office Equipment Association, after serving two years as vice- 
governor. Trustee of New York State Institute of Applied Arts 
and Sciences. Just completed two terms as president of the 
Mohawk Valley Stationers Club, and was chairman for two 
years of the Retail Merchants Council of the Utica Chamber 
of Commerce. 


D. B. (Dell) Signon, President 
Roanoke Association of Credit Men, Roanoke, Va. 


Credit manager, Clover Creamery Company, Inc. Originally 
employed as a salesman by present company in 1919, and in 
1941 promoted to position he now holds. Member of Roanoke 
Rotary Club and several fraternal organizations. Secretary of 
Rajah Temple #195 D.O.K.K., vice-president of Rajah Temple 
Beneficiary Fund Association, and treasurer of Roanoke Lodge 
#113, Knights of Pythias. 


Mr. Francis M. Messick, President 
St. Joseph Valley Chapter, N.A.C.M., South Bend, Indiana 


Treasurer of American Trust Company, which position he has 
held since 1946. After graduating from Notre Dame in 1930, 
with Bachelor of Commercial Science degree, Mr. Messick was 
associated for 13 years with Associates Investment Company. 
In 1943 he entered the navy in the financial division of the navy 
supply corps, and returned in 1946 as a lieutenant, senior grade. 
Past president Council Oaks Chapter Reserve Officers A'ssocia- 
tion, and past president Notre Dame Club of St. Joseph Valley. 





William C. Hall Walter G. Cottle 
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F. M. Messick 





J. S. Nichol 


Mr. William C. Hall, President 
Boston Credit Men’s Association, Boston 8, Mass. 


Manager of credits and collections, Sylvania Electric Prod- 
ucts, Inc. Formerly credit manager of Carters Ink Company. 
Graduate of Boston University, College of Business Administra- 
tion, Class of 1929. Member of New England Export Club and 
honorary member of the Salem, Mass., Credit Bureau. Active 
for a good many years in credit circles in the Boston area, has 
acted as chairman of ‘several committees. 


Mr. Walter G. Cottle, President 
Nashville Association of Credit Men, Nashville, Tenn. 


Secretary and office manager, Jamison Bedding Company, 
since 1942. Member of board of directors, with responsibility of 
the office in addition to financial, credits and accounting. Gradu- 
ate of Bowling Green Business University, and formerly sec- 
retary and treasurer of Nashville Cotton Oil Mill Corporation. 
Past president local chapter of National Office Management 
Association. Member of board of directors Nashville Freight 
3ureau, and member Nashville Chamber of Commerce, as well 
as number of church committees. 


Mr. Kenneth R. Miller, President ; 
St. Paul Association of Credit Men, St. Paul, Minn. 


District credit manager, Cudahy Packing Co., and has been 
with his present company for fifteen years. Has been active in 
Association work for many years as program committee chair- 
man and former chairman of the educational committee. Re- 
garded as a keen, “sales-minded” credit manager, and always 
helpful in Association membership sales and promotion work. 


Mr. John S. Nichol, President 
Credit Association of Western Penna., Pittsburgh, Pa. 


Vice-president and treasurer of Harris Pump and Supply 
Company. Joined company in 1937 as assistant secretary and 
assistant treasurer, promoted to secretary-treasurer in 1940, and 
present position March, 1951. Previously acted as credit man- 
ager of Malone Plumbing Supply Company. Member board of 
directors of South Pittsburgh Savings and Loan Assn., and of 
Kingsley Association; advisory board of Peoples First National 
Bank and Trust Company. 


Kenneth R. Miller Dale Sigmon 
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News of the 
CREDIT WOMEN 


San Francisco: The San Francisco 
credit Women’s Group will hold their 
regular monthly dinner meeting Septem- 
per 19, 1951, at the Hotel Bellevue. Mr. 
Otis Walker, Executive Manager, Sec- 
retary of the Credit Managers Associa- 
tion of Northern and Central California, 
will speak on “Know Your Association.” 


Pittsburgh: Miss Anne Blazer, office 
and credit manager, Land O’ Lakes 
Creameries, has been elected to the Board 
of Directors of the Credit Association of 
Western Pennsylvania. 

The Pittsburgh Credit Women’s Club, 
of which she was installed as president 
May 25, has been striving for years to 
have a woman elected to the Credit As- 
sociation’s Board. 

The group started the ball rolling for 
the 1951-52 season with a Board Meeting 
n August 7. 

» 


Cleveland: The Cleveland Credit 
Women’s Club did not hold any regular 
business meetings during July and August 
but they had a busy summer anyway; on 
July 14th forty members attended the an- 
nual outing which was held again at the 
farm of one of the charter members. 
They met again at the home of Mr. and 
Mrs. Kenneth Thomson on August 11th. 
The Thomson’s have entertained the club 
in their home each year since coming to 
Cleveland. 

All the committees have continued 
working hard shaping up details and pro- 
gram for the coming year, and especially 
the Mid-West Wholesale Credit Women’s 
Conference, which will be held in Cleve- 
land October 20 and 21. 


Oakland: The regular monthly meeting 
of the Credit Women’s Group of Oakland 
was held at the Robin Hood Inn on Mon- 
day, August 20th. Following dinner, Eve- 
lyn Campbell gave a short history of her 
frm, Colyear Motors Company. During 
the evening, the notes of the Credit 
Women’s Forum held at the Annual Con- 
vention were read and discussed by the 
members. 

The main speaker was Helen Sutherlin 
of Currier Company, who spoke on an 
article drawn from CreDIT AND FINAN- 
CIAL MANAGEMENT. Her talk was fol- 
lowed by a general discussion. 


Wichita: The Wholesale Credit Wom- 
en’s Group of Wichita held a meeting on 
Wednesday, August 8, at the Grit Print- 
ing Co. The program included a tour 
through the Grit Company after dinner ; 
later the group moved to the Wichita As- 
sociation of Credit Men’s offices for an 
explanation of Interchange operations. 


Golf at Minneapolis 


Minneapolis: The Twin Cities credit 
managers held their annual golf stag Au- 
gust 13 at Midland Hills. 








Payment Bonds Do Not Guarantee 


(Continued from page 10) 


the Miller Act because that bond 
is given for the protection of the 
persons furnishing material or labor. 
However, if there is an outright sale 
there is no recovery against the 
bond even though the party de- 
faults. 

In the case of Continental Casual- 
ty Company vs. Boyde, decided in 
1944 in 140 Federal (2) 115, the 
question arose on two points. The 
first involved the renewal of a lease 
and the second point was concerned 
with the addition of accessories and 
the repair parts. It appears that the 
supplier furnished certain dirt mov- 
ing equipment. After the original 
lease was entered into, there was an 
extension of the lease, and in bring- 
ing an action against the bonding 
company for the value of the rent 
due, the bonding company §at- 
tempted to defend the action on the 
grounds that they were not liable 
for the amount of the lease rental 
from the inception of the original 
lease up until the date of the re- 
newal. They tried to argue that the 
renewal lease terminated the old 
lease and therefore since there was 
a new contract, the bonding com- 
pany was not liable under the old 
contract. The court held, however, 
that the renewal lease did not con- 
stitute a novation and did not dis- 
charge the rent which had accrued 
under the original lease. 

There was also the question of ac- 
cessories and repair parts. It was 
held that insofar as repair parts 
were concerned, if the parts are 
wholly consumed in the perform- 
ance of the work and if the current 
repairs compensated only for the 
ordinary wear and tear, those parts 
are “labor and material’ within the 
coverage of the federal statutes and 
recovery can be had under the pay- 
ment bond. However, the bonding 
company was not liable for acces- 
sories nor additions to the equip- 
ment which added to the value of it. 
In this particular case the supplier 
had sued the bonding company for 
$2,562.40 for an open account, and 
the court finally allowed $1,911.23, 
making the supplier designate those 
items which were for repair and 
those items which were for addi- 
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tions to or betterment of the equip- 
ment. 

Another interesting case is that of 
the Susi Construction Company vs. 
Barrett Contracting Company, 146 
Federal 2606. In this case the general 
contractor terminated the sub-con- 
tract but continued to use equipment 
which sub-contractor had been rent- 
ing. When the company renting the 
equipment attempted to collect, the 
general contractor defaulted and suit 
was brought against the bonding 
company. The bonding company de- 
fended the action on the grounds that 
it was liable only for the rental which 
was due from the sub-contractor and 
was not liable for the rental value of 
the equipment after the sub-contract 
was terminated. The bonding com- 
pany claimed that the general con- 
tractor had used the eauinment with- 
out authority, and, because of that, 
the bonding company claimed that 
the bond did not cover a tort action 
or an action for a breach of con- 
tract. The court held, however, that 
the bonding company was liable for 
the reasonable value of the equip- 
ment, and that the general con- 
tractor could not use the equipment 
and then have the bonding company 
claim a defense by the way of a tort. 
The equipment company was able 
to secure a judgment increasing the 
rent from $7,227.50, where it had 
been $5,157.75. 

In a case decided in 1947 U. S. 
for the use of Roig vs. Castro, 71 
Federal Supplement 36, it was held 
that the bonding company was liable 
for the rental of the construction 
equipment and for repairs and parts 
consumed in the work up to the time 
of the removal of the equipment 
from the job, but it was not liable 
for repairs to the machinery made 
after the contract had been com- 
pleted. 


Cooperation Pays Off 


(Continued from page 13) 


Within 48 hours the remaining 
creditors followed the committee’s 
lead. The committee was invested 
with complete authority to take any 
measures to protect and preserve the 
interests of all creditors. 
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Both groups huddled through a 
series of conferences. After an ex- 
tensive examination of the debtors 
books and records. it was finally 
agreed : 

1. That an act of bankruptcy had 

been committed. 

2. That the inventory withdrawn 
“in lieu of salary” was prefer- 
ential treatment to the detri- 
ment of all creditors and should 
not be allowed. 

. That in the light of a recent 
Supreme Court decision, the 
debtor could not share even as 
a general creditor for his past 
salary claims. 

. That the withdrawn inventory 
was to be returned to the 
debtor, who would then trans- 
fer all the inventory to the 
creditors’ committee for dis- 
position and sale. 

The debtor had no choice but to 
accept, and a creditors’ composition 
agreement was prepared. The cred- 
itors’ attorney was appointed as the 
Trustee to collect and dispose of the 
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assets. The assets were sold at pub- 
lic auction. Each creditor received a 
net dividend (after all deductions, 
including legal fees) which repre- 
sented a 63.56% recovery of their 
claim compared to the 20% which 
was originally offered. All this was 
accomplished in 40 days. 

The creditors were _ satisfied. 
Their novel experiment in coopera- 
tion had paid off. The grapevine in- 
forms me that another group of 
creditors are about to embark upon 
a similar experience. Sure glad I 
am not involved again. 


They're All Alike 


(Continued from page 12) 


you received a business appreciation 
letter? You, undoubtedly, would 
think here is a letter which has been 
sent to me for no apparent reason 
other than to let me know that this 
firm appreciates doing business with 
me. And, incidentally, such letters 
are appreciated as much by your 


sales department as by your cus- 
tomers. 

Business appreciation letters 
should be sent to all active accounts 
and as many small accounts as pos- 
sible. These letters should be sim- 
ple, easy to read, and with a tone 
of genuine and sincere appreciation, 
individually typed and with a pen 
and ink signature. 

Many business firms, usually in 
January or February, send business 
appreciation letters. This procedure 
requires an enormous amount of 
work at one time. I follow the prac- 
tice of setting up a procedure for a 
continuous flow of business appre- 
ciation letters. I determine a num- 
her of letters to be sent each day 
and maintain that schedule. You will 
le surprised how the number of 
letters grows. 


Civic affairs 


It is part of the task of improv- 
ing customer relations and of aid- 
ing the sales department to have 
your name prominent in civic af- 
fairs. You must assume civic and 
social responsibilities. You should 
participate in as many social and 
civic functions as possible for the 
purpose of building good will. Care- 
fully consider requests from cus- 
tomers to the firm for donations to 
their own charities. Take prominent 
participation in finance campaigns 
for charitable organizations such as 
the Community Fund, Red Cross, 
Cancer Society, Heart Association, 
etc. If your city has organized a 
civil defense corps, you should have 
a part in it. 

Your trade association participa- 
tion is of vital importance in further- 
ing your good will program. Make it 
a point for the credit department to 
share in retail drug association 
functions, likewise, in any associa- 
tion composed of manufacturers’ 
agents. 


What you can do 


If the credit manager is conduct- 
ing his department under the gen- 
eral policies outlined above, he is 
already working so closely with the 
salesmen that the individual prob- 
lems of each department are solved 
by a natural spirit of cooperation. 
The following are some _ specific 
ideas as to what the credit manager 
can do, in his working with the 
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sales department, to secure the max- 
imum credit and collection coopera- 
tion of the sales manager and the 
salesmen : 
|. A paid up customer is a good 
customer. It is well recognized 
that the salesman’s primary ob- 
jective is to strive constantly 
for increased sales, but in order 
to attain this end he must be 
selling accounts that pay their 
bills regularly. The credit man- 
ager can educate the salesman 
to this fact. It is to the advan- 
tage of the company and to 
the salesman himself to have 
the least possible number of ac- 
counts as delinquents. In many 
cases the salesman can con- 
tribute substantially in reduc- 
ing the number of accounts 
falling into the delinquent cate- 
gory. It is also important that 
the salesman and the sales- 
minded credit manager work 
together with tact, diplomacy 
and strategy in order to keep 
his accounts on a current basis. 
2. To effectuate the previous sug- 
gestion, supply monthly indi- 
vidual account reports to each 
salesman. It is especially im- 
portant at least to send a du- 
plicate statement to the sales- 
man of his accounts that are 
delinquent. 


Collect through salesmen? 


3. Try sending notes aking for 
payment to the salesman in 
charge of the account rather 
than to the customer—in many 
cases the salesman would pre- 
fer this, and would prefer to 
handle it himself. 

+. Analyze account conditions by 
individual salesmen’s _ terri- 
tories where practicable and 
furnish this information to the 
sales department. 
A salesman is looking for serv- 
ice to render his customer. 
Help in collecting cash is one 
such valuable service to many 
businesses. At least in Chicago 
we have some individuals own- 
ing stores but not trusting 
banks. Getting business in 
some instances depends upon 
collecting cash for the monthly 
statement. 

6. Provide an easy bookkeeping 
system and easy method for 
salesmen to handle money. 


“st 


Information from salesmen 


7. A salesman can furnish infor- 

mation on new accounts. As a 
general rule, he is reluctant to 
secure credit information. His 
primary objective is to sell 
goods, and that fact is well rec- 
ognized. Furthermore. his time 
is valuable. Salesmen should 
not be asked to secure credit 
information on old accounts. 
However, for the benefit of all. 
and especially himself, when a 
salesman secures an order from 
a new account he should by all 
means assist simultaneously 
with credit information. 
Two simple questions at that 
time would permit his order 
to be delivered promptly and 
his credit established smoothly. 
His new customer relationship 
need not be jeopardized by per- 
sonal questions placed perhaps 
at an inconvenient time by a 
strange telephone voice. The 
two questions which should al- 
ways be asked of a new appli- 
cant for open account are: 
(1) the name of the bank that 
he uses, and (2) the names of 
other suppliers that are extend- 
ing open account privileges. 


Know company policy 


8. Be sure it is company policy 
that the salesman and customer 
together understand all pay- 
ment conditions pertaining to 
a new account—make provision 
ahead rather than risk offend- 
ing by correcting misunder- 
standing. 

Y. Apprise the salesman immedi- 
ately of any change in credit 
policy towards the customer. 

10. Help the salesman to realize 


his firm’s responsibility of aid- 
ing the retailer in management 
—being alert to impending 
trouble and advising an under- 
standing credit manager, so 
that expert financial advice can 
be available before the situa- 
tion becomes critical with the 
resulting mortality of a cus- 
tomer. 

11. Last on the list, the credit 
manager should participate in 
all sales meetings to implement 
the above ideas, and to show 
salesmen how such _ policies 
help them as individuals. 

As a closing thought I think the need 
for complete cooperation between the 
salesmen and the credit manager 
can best be illustrated by the story 
of the minister who visited the home 
of a member of his church who had 
not been attending Sunday services. 
The member explained that he felt 
that he could worship in the manner 
of his choice and that it wasn’t 
necessary to attend church. The two 
men were seated before a glowing 
red fireplace. The minister took the 
tongs, picked up a hot coal and laid 
it on the hearth. The coal promptly 
cooled off and remained a cold ash. 
The minister turned to the man with 
the comment that had this coal re- 
mained in the fireplace, its output 
would have been multiplied many 
times. This necessity of cooperation 
can well be considered and effective- 
ly applied by anyone in his respec- 
tive position and department. 

In the final analysis, good credit- 
sales relations is the application of 
common sense. Everything you do. 
everything you say, every decision 
you make creates an impression, 
favorable or unfavorable, and will 
lhe a deciding factor in your relation- 
shij» with not only your customers 
but with your sales department. 


A Creditors’ Committee Takes Charge 


(Continued from page 19) 


now paying cash for your materials, 
you should give them as much of 
your business as possible. 


Stockholders 


In the case of a company that has 
a substantial number of public stock- 
holders, it also has an obligation to 
them. In most cases, particularly the 
smaller stockholders, they have very 
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little intimate knowledge of the ac- 
tual affairs or conditions of the com- 
pany, unless of course, the company 
involved is one of the larger firms. 

I was amazed, in one case, to 
find that when a letter was sent to 
stockholders informing them of the 
condition of affairs, outside of a few 
of the larger stockholders this 
knowledge came as a_ complete 
shock. In most instances, I suppose, 
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the stockholder bought his stock 
through some broker years ago, and 
has paid very little attention to it 
since that time. 

It is essential that the stockhold- 
ers appreciate the condition of the 
company and that they recognize 
their position in the matter. 


Financial policy 

The financial policy to be followed 
by a company working with a cred- 
itors’ committee will depend a great 
deal on the condition of such a 
company. We feel that it is essential 
to carry on your complete business 
on as near a cash basis as is pos- 
sible. In the first place, your lia- 
bilities are more than can be met 
in accordance with their terms or 
there would not be a creditors’ com- 
mittee. Therefore, your liabilities 
should not be increased, if it can 
possibly be avoided. There may be 
instances where it would pay a com- 
pany and its creditors to consider 
some short-term financing to carry 
them through their difficulties. 

It is surprising what can be ac- 
complished on a small amount of 
working cash, if you will really 
watch your inventories, receivables 
and your overheads. In the final 
analysis, it is necessary to extend 
the time for payment of your lia- 
bilities, wherever you can possibly 
do so, because the real purpose of 
the formation of the creditors’ com- 
mittee is to “buy” time, so that the 
problems confronting the company 
can be corrected. You will find that 
in most instances, not only your 
creditors, but any other groups or 
agencies involved will be very will- 
ing to cooperate with you in this 
respect, if they are convinced that 
you are sincere in your efforts and 
that the business can be conducted 
on a profitable basis, so that ulti- 
mately the company will be able tu 
discharge its obligations and get on 
a firm financial foundation. 


Frozen inventories 


Probably in any situation involv- 
ing a creditors’ committee, one of 
the contributing causes will be 
frozen inventories. This may be 
brought about by the inability to 
move certain products, but it will 
also be caused by an overstocking 
of materials. A great deal of in- 
genuity must be used by the com- 
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pany to use as much of the inven- 
tory that they may have on hand as 
possible, so that the current pur- 
chasing will be kept at a minimum. 
t is amazing to find how much can 
he accomplished along this line, if 
vour employees will put their minds 
to it. This is particularly true where 
the product consists of special ma- 
chinery, where special designing and 
engineering enter into the picture. 
Standardization of design must be 
effected in a high degree. 

To the greatest extent possible, 
purchases must be limited to orders 
received. There can be very little 
buying for stock. This, of course, 
does not apply to small items, such 
as nuts, bolts, and screws, and other 
items that have to be stocked. While 
this means additional work, never- 
theless, I believe it is essential. 
When your condition has improved, 
some leeway can be made in connec- 
tion with this point, and certainly as 
of today, with the terrific problem of 
getting so many materials, you must 
purchase some items and _ stock 
them. These scarce materials must 
he purchased when they are obtain- 
able, but again, extreme care must 
be used in not building up your in- 
ventory. 


Cutting down overhead 


lt goes without saying that everv 
effort must be made to cut out all 
non-essential activities in which the 
company has been involved and to 
reduce both your factory and ad- 
ministrative overhead, wherever it 
can be done without sacrificing your 
e‘ficiency or ability to produce. Over 
a period of years, every company 
adds certain frills or luxuries in the 
conduct of its business, which, while 
they are no doubt helpful in the 
operations, are not absolutely essen- 
tial. For some period of time, all 
such non-essentials must be elimi- 
nated. It is also necessary to convert 
into cash everything that the com- 
pany owns that is not absolutely 
needed in the operation of its busi- 
ness. It is amazing how much equip- 
ment, materials, supplies, and other 
extraneous materials are accumu- 
lated over a period of years. While 
a great many companies periodically 
make it a point to clear up all of 
these phases, I think that you will 
be surprised if a careful survey is 
made of your own company along 
this line. 





The Price 


Of Success 
(Continued from page 21) 


with us, that company continues to 
pass its credits, make shipments on 
its usual terms, handle its own col- 
lection. Now that is where we come 
into the picture. The company can, 
immediately upon making © ship. 
ments, send copies of invoices to us 
with evidence of delivery or ship- 
ment. The same day this reaches us 
our check for the percent we have 
agreed to advance on invoices—usu- 
ally 80% or 90% —goes forward to 
the company. Quite a contrast to 
waiting thirty, sixty or even ninety 
days for full payment! 

Let me emphasize that our plan 
keeps the user’s financing method 
just as confidential as if he is bor- 
rowing through usual local sources, 
At no time are his customers aware 
of his method of securing quick 
funds. 


Food for thought 


We believe there is food for 
thought for credit managers in this 
type of financing under today’s con- 
ditions. The credit manager has a 
company which certainly does not 
justify a larger line of credit because 
it has been slow pay. Or he has a 
prospect on which the sales depart- 
ment is extremely anxious to “get 
its foot in the door” but where the 
company’s current asset position is 
extremely weak. Quite frequently, 
a favorable credit decision might be 
given by suggesting to the company 
that it turn its accounts receivable 
into cash quickly, thus enabling it 
to discount invoices. 

We know of cases where credit 
managers have hesitated to do this 
direct but have accomplished the 
same result by suggesting to ou 
office in the area where the compan) 
is located that he call on the treas 
urer and explain our plan. 

There is evidence that working 
capital positions have tightened in 
the past year because money we art 
advancing for this purpose has neat 
ly doubled. And there is no evidenct 
that the inflationary and tax situa 
tions which have contributed largely 
to this condition will adjust them- 
selves in the foreseeable future. 
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Make your dream a reality 
— and in a shorter time! 


Of course we all want to get to the top and get there fast. The question is: 
what can we do about it? Well, here’s the best thing you can do and you can 
start right in this month—join your local chapter of the NATIONAL INSTITUTE 


OF CREDIT. 


A successful credit executive needs to know things which are not 
covered even in the most comprehensive business courses. You’ll 
learn about them by experience, certainly, but why wait that long? 
Experience is a wonderful thing, and we can’t do without it, but 
experience is full of dead ends. 


A straight line is still the shortest distance between two points. You can 
make your experience make more sense by cutting out the dead ends and 
heading yourself in the direction you want to go. How? Join the nearest 
chapter of the NATIONAL INSTITUTE OF CREDIT and in a very short time KNOW 
what you would need years to pick up through experience alone. 

Or if there is no chapter near you, or you want information about them 
write to the address below. Either way you'll be heading in the right direc- 


tion—a beeline toward your objective—success! 


National Institute of Credit 
229 Fourth Avenue New York 3, N.Y. 
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Naturally we were gratified when our good friends in 

Elyria, Ohio, published this advertisement in a local 

newspaper. Copies have been circulated throughout our bank, 

as such a compliment rightfully belongs to the many 

hundreds of Chase men and women who furnished the wort WBE BANKING 
background of constant service that inspired it. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 


SERVICE TO 
CORRESPONDENTS 
Credit information 
Around-the-clock mail 
pick-up 

Quick collection of items 


Participation in 
local loans with 
correspondent banks 


Dealers in State and 
Municipal Bonds 


Execution of security 
orders 


Analyses of investment 
portfolios 

Safekeeping of securities 
Full foreign services 
Many personal services 





